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PEEFACE. 


ri^mS volume is an attempt te adapt the first volume 
o£ my Principles of Economics to tlio needs of junior 
students. 

The necessary abridgement has been effected not by 
systematic compression so much as by the omission of many 
discussions on points of minor importance, and of some diflicult 
theoretical investigations. For it seemed that the difiiculty 
of an argument would be inci’eased rather than diminished 
by curtailing ft and leaving out some of its steps. The 
argumentative parts of the Principiles fes/i therefore as a rule 
either reproduced in full or onwftte^ hltpgSfter; reference in 
the latter case being some^tifittwC mad^/ Ihe corresponding 
places in the larger trci^a^'-^b^^i^SflJdiscussions of a 
literary character have genefiR#" l^wR.-j'C^iptted. 

Very little is said on trade unio in Vol. r. of the 
Principles, because their influence depends much on the 
course of foreign trade and on commercial fluctuations. But 
in the present volume, the practical convenience of discussing 
them in close connection with the main theory of distribution 
seemed to outweigh the disadvantages of treating them pre- 
maturely and in some measure incompletely; and a chapter 
on them has been inserted near the end of Book VI. 
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has aided and advised at every stage of the MSS. 
and.\^ie proofs of niy Principles and also of the present 
,volmne ; vdiicb is^tiius indebted twice over to lier suggestions, 
liei* •judgment^ and lier care. I have received help also in 
fe^rd. tp;,onb-Tir more editions from Dr Keynes, Professor 
Smart, Professor Flux and otliers. 

A. M. 

Balliol Croft, 6, Madinglei/ Road, Cambridge, 

October, 1907. 
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BOOK I 

PRELUriNARY SURVEY. 


CHAPTER I 

INTUOnUCTIOX. 

§ 1. Political Economy, or Economics, is a stu dy of 
man’s actions in tlin "ordinary business of Jife; it Economics is 
inquires liow he nets liis income and Iiom* lie a study of 
uses il. It follows the action of indi\'iduals and part of the 
of nations as they seek, by separate or collective "’“°' 

endeavour, to increase the material means of their well-being 
and to turn their resources to the best account. Thus it.is Ain 
the one side Ji.study.ol .wealth, and oa the other, and more 
important side, a jiart of the study of man. For man’s 
character has been moulded by Ids every-day work, and by 
the material resources which he thereby procures, more than 
by any other influence unless it be that of his religious ideals ; 
and the great forming agencies of the world’s Iiistoiy have 
been the religious and the economic. Here and tliore the 
ardour of the military or the artistic spirit has been for a 
while predominant : but religious and economic influences have 
nowhere been displaced from the front rank oven for .a time j 
and they have nearly always been more important than all 
others put together. Religious motives are more intense than 
economic ; but their direct action seldom extends over so large 
a part of life, For the business by which a person 
earns his livelihood generally fills his thoughts formed by 
during by far the greater part of those hours in 
which Ids mind is at its bestj during them his character is 
being formed by the way in which he uses his faculties in 
M. ® 1 
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Int vork. liy tlu* thouirlu*. and the fpclings which it suggest'^, 
and 1 > 3 " lii« rrlaiions to hi*! a'scociafrs in work, liis employers 
• >r his oniployiK 

And vary of leu tin* inllucnco exerted on ii person's 
ch.imctpr by tlje amount of his inmine is Imrdly less, if it 
is h^-s. than that exert ed l>y the' way in which ii is earned. 
Poverty* cirases makes Htllc difference to tlio fidne=s of life 
de«n:ai!aUon. ^ family whetljer its yearly income is ^1000 
or £"i000. Dut it makes n very great difference whether the 
income is X.'IO orXloO; for with the fannly has, with 

£.“0 it ha«! nor, the niatcri:il c^mdilions of a complete life. 
It is true that in i-oligion. in the family afft'ctions and in 
friond.-hip. even the poor may lind .‘•cope f(»r many of those 
facultie® which are the source, of the highest happincs 
But the conditions which aarmund extreme poverty, especial’ 
in densely <Tnwded places, lend to deaden the higher facultic 
Those who have been cjilletl the Residuum of onr^arge tow 
have little opportunity for friendship; they know nothing i 
the decencies and the quiet, and veiy’ little even of the unit” 
of family life: and ndigiou often fails to reach them. Ko 
doubt their physical, mental, an<l moral ill-health is partl_ 
due to other causes than jwiverty, hut this is the chief c.ausc. 

And in addition to tlie Residuum there are vast numbers 
of people both in town and country who are brougld up with 
insufficient food, clothing, and house-room, whose education 
is broken off early in order that they may go to work for 
wages, who thenceforth are engaged during long houis in 
exhausting toil with imperfectly nourished l)odios, and "have 
therefore no chance of developing their higher mental faculties. 
Their life is not necessarily unhealthy or unhappy. Rejoicing 
in their affections towards God and man, and perhaps even 
possessing some natural i-efincment of feeling, they may ’ yl 
lives that are far less incomplete than those of many 
have more material wealth. But, for all that, their pov 
is a great and. almost unmixed e^il to them. Even when t 
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nro well, tlieir weariness often amount k to pain, while, their 
plensurc.s arc few; and when sickneas comas, tho siilTering 
aauRcd by poverty increa.sc.s tenfold. And though a contented 
spirit may go far towards reconciling them to the.so evils, 
thero arc others to which it ought not to roconcilo thciii. 
Ovorworkctl and undcrtatkght, weary and aarewom, without 
quiet- and without leisure, they have no chance of making 
the l)est of their mental faculties. 

-Although then some of the evils which commonly pn with 
po%*crly are not its ncce.s.sniy consequences; yet, broadly 
s]K!aking, “the destniction of the poor is their poverty,” and 
the study of the eau.scs of ^veri^' is tho study of the causas 
of the degradation of a largo part of mankind. 

§ 2. Slavery was regard^ h}* Aristotle os an otdinaneo 
if ]i.attire, and so proliably was it by tho slaves i, poverty ne. 
themselves in olden time. The dignity of man esssary? 

-was proclaimed by the Christian religion: it has been ns> 
sorted with increasing vehcnicnco during the last hundred 
years: but it is only throngli the spread of education during 
quite recent times that wo arc beginning at last to feel tho 
full import' of the plincsc. Kow at last wo are setting our- 
.selves seriously to inquire wlictfier it is nccesaany that there 
should be any 'so-called “lower das.scs” at all: that is, whether 
there need be largo numbers of people doomed from theii- 
birth to hard work in order to proside for others the requisites 
of a refined and cultured life; while they themselves arc pre- 
ventefl by tlieir poverty and toil from basing any sharo or 
part in that life. 

Tlie linpo that.ppvcr^j and ignorance may gradually bo 
-extinguish^ derives indeed much support from tho steady 
pro^ss ol the working dosses during the present ccntuiy. 
~he steam-engine has rclieveil them of much exliausting 
1 degrading toil ; wages liave risen ; education has been 
iprov^ and become more general; the railway and tho 
'rinting-press have enabled mombora of tlio same trade in 

1—2 
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flifliMfnt parts of tlio connwy to coinniunicnto easily with 
one another, and to undertake and cany out broad and far- 
seeing lines of pcdicy; while the growing demand for intel- 
ligent work has caused the artisan classes to increase so 
rapidly that they iiom* outnumber those whose labour, is 
entirely unskilled. A groat part of the artisans have ccsised 
to belong to the “lower elapses” in the sense in which the 
term wjis originally usfd: and some of them already' lead a 
nion* refined and noble life than did the majority of the 
upper elasses even a centurj’ ago. 

Tliis pnrgivss has done more than anything else to give 
pnictical interest to the question whether it is ri-ally impossible 
that all .<hould .•start in the world -with a fair chance of 
leading a cultured lift^ free troin the pain.s of jmverty and 
the stagnating influences of excejssivc mechanical toil ; and 
this question is being pre.ss*ed to the front by the growing 
earnestness of the age. 

The question csmitot Im* fully nnsweml by_ (>conomic 
science; for the answer depends partly on th(* moral and 
political cniwbilities of human nature; and on these matters 
the ecommiist has no special means of infonnation ; he must 
do as others do, and gue.ss as best he can. Tlut the answer 
depends in a great measure upon ^cts ami inferences, which 
jire within the prevince of economics; and this it is which 
gives to economic studies their chief and their highc-st in- 
terest. 

§ 3. It might have been expected that a science, which 
Reasons why deals "with questions .so %'itnl for the well-being of 
te'mc’mainrf mankind, would have engaged the attention of 
recent growth, many of the ablest thinkers of eveiy age, and Ijo 
now well advanced towards maturity. But the bearing of 
economics on the higher . well-bemg of man has been over- 
looked; and it has not receivea that share of attention which 
its impoi'tance and its ditflculty require. 

Its progress has been hindered also by the fact that many 
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of thos^c conditions of industrial Jifc, and of tiiosp mctluKls of 
pnxiuclion, distriliulinn and consuniptinn, witli which modem 
economic science is concerned, are constantly rhnnging, and 
that their present .forms arc only of_recL*nt date'. 

.§ 4. It is often said that tlin modern fonii.s of husine.<is 
are distinguished from the earlier hv Itcini; moiv 

. . . *. .. .. Corapeltllon. 

competitive. Jiut tlii.s account is not quite sntis- 
fnetorj’. The strict iiicaniiig of competition seems to he the 
mcing of one pi>n<on against another, with sjiccial refet-em*!* to 
bidding for the .sale or purchase of anything. Tliis kind of 
isi'ing ill 1iusiiic.ss is no doubt Imth more inltoisu and more 
widel}- extended thnii it used to lie; but it i.s only a secondarj*, 
and one iniglit almost say, an accidental cniiseiiucnce from tlio 
fundamental characteristics of modem business. 

Tlicre is no one term tl*at will c.vprc.s‘.s the.se characteristics 
adequately. They are, as wc shall presently sec, a certain 
Indcpcndoiicc and habit <if choasiiig one's own course for one- 
self, a self-reliance; a delilieratioii and yet a promptness of 
choice and judgmeut, and a habit of forecasting the future 
and of shaping one’s course with reference to distant aims, 
Tlicy may' and often do cawe jicoplc to compete with one 
another; hut on t!ic other hand they may tend, and just now 
indeed they arc tending, in the direction of co-opomtion and 
combination of all kinds good and evil. But tlicsc temlcncit's 
towards collective uwncrshi]i and collective action are quite 

^ It is imUssI tnio tliat Uic diaa^c >» Mtistiiiicp is in wme rrsprets not so 
Rrrat M tlic rluiticc in oatwnrd fonn; nnd ninrli inoro of moilmi economic 
Uicorjr tlun at first appears can lie adapted to flic conditions o! Iisckward 
races. Bnt flic ehtuif’ca in form liave himiensl irritcrs of cneb sncecssivc uge 
from deriving mucli benefit from the woiic of (heir iircdccciiMni. Sfodcni 
economic eondiflons bowci'cr, though very complex, aro in many ways more 
definite (ban tboso of caflicr times: hnsincsB is more clearly inarbctl off from 
oflier conecniB of life; tbo rights of individnnls as ogainst others nnd ns 
against the commiinitr arc more diarply defined; and nliovc nil the emancipa- 
tion from enstom, and the growth of freo activity, of coiiatniit forethought 
and restless enterprise have given n new precision and interest to the stiidr 
of valnc. 
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different from those of earlier times, because they are the 
result not of custom, not of any passive drifting into asso* 
ciation vith one’s neighbours, but of free choice by each 
individual of that line of conduct vrhich after careful delibe> 
ration seems to him the best suited for attaining his ends, 
whether they are selfish or un^lfish. 

Further the term “competition” not only fails to go to 
the root of the matter, and thus errs by defect; it also errs 
by excess. For it has gathered about it evil savour, and has 
come to imply a certain selfishness and indifl’erence to the 
well-being of others. Kow it is true that there is less delibe- 
rate selfishness in early than in modern forms of industry; 
but there is also less deliberate unselfishness. It is the delibe- 
rateness, and not the selfishness, that is the characteristic of 
the modem age. 

Custom in a primitive society extends the limits of the 
Man ia net prescribes certain duties to one’s 

mote selfish neighbours wltich fall into disuse in a later ciW- 
than he was, jj^ation ; but it also prescribes an attitude of 
hostility to strangers. In a modem society the obligations of 
family kindness become more intense, though they are concen- 
trated on a narrower area; and neighbours are put more 
nearly on the same footing with strangers. In ordinary deal- 
ings with both of them the standard of fairness atid honesty 
is lower than in some of the dealings of a primitive people 
. with their neighbours, but it is much higher than in their 
dealings irith strangers. Thus it is the ties of neighbourhood 
alone that have been relaxed. The ties of family are in 
many ways stronger than before; family affection leads to 
much more self-sacrifice and devotion than it used to da 
And again sympathy with those who are strangers to us is a 
growing source of a kind of deliberate unselfishness that never 
existed before the modem age. That country wliich is the 
birthplace of modem competition devotes a larger part of its 
income than any other to charitable uses, and spent twenty 
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millions on pnrchnsing the freedom of tho slaves in the West 
Indies. In every age poets and social reformers have tried to 
stimulate the people of tlnar own time to a nobler life by 
endinnting stories of tho virtues of ihe heroes of old. But 
neither Jbhe records. of history nor the contemporary ol}survn- 
tion of backward races, when csirefully studied,, give any 
support to the doctrine that man is on-tho whole harder and 
liarelier than he was, or that ho was ever-inorc willing than 
he is now to SiicriGcc his own happiness fur tho benefit of 
others in ca.scs where custom and law have left him free to 
choose his own course. Among races whaso intellectual capa- 
city seems not to have developed in any other direction, and 
who have none of the originating power of the modem busi- 
ness man, there will lie found many who show an o\*il sagacity 
in driving a liard hatpin in a market even with their neigh- 
bours. No traders arc more unscrupulous in taking advantage 
of the necessities of tho unfortunate than the corn-dealers and 
money-lenders of the Esist. 

Again, the modern era has undoubtedly given ne.w>open- 
iugs for dishonesty in trade. Tlio advance of normpicdis- 
icnowl^^ 'lms~discuvcrcd new vraya of making »>«>»'«• 
things appear other tlian they arc, and has rendered possible 
many new forms of adulteration. Tlie producer is now far 
removed from tho ultimate consumer; and his wrong-doings 
are not visited with the prompt and shaip punishment which 
falls on tho head of a person who, being bound to live and die 
in his native village plays a dishonest trick on one of his 
neighbours. Tho opportunities for knavery are certainly more 
numerous than they wore ; but there is no reason for thinking 
that people avail themselves of a larger proportion of such 
opportunities than they used to do. On the contrary, modem 
methods of trade imply habits of trustfulness on tho one side 
and a power of resisting temptation to dishonesty on the other, 
wbidi do not exist among a backward pec^le. Instances of 
simple trutlt and personal fidelity are met witli under all social 
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conditions : hut those vrho have tried to establish a business 
of modem 1^3)6 in n backward country find that they can 
scarcely ever depend on the native population for filling posts 
of trust. Adulteration and fraud in trade were i-ampant in the 
middle ages to an extent that is suiprising when we consider 
the difiiculties of wrong doing without detection at that time. 

In a world in which nil men were perfectly virtuous, 
Even con- competition would be out of place ; but so also 
structive would be private property and every form of 
fsiMsbene- private right. Men would think only of their 
fdeai*^wuistic duties ; and no one would desire to have a larger 
co-operation, share of the comforts and luxuries of life than 


his neighbours. Strong producers could easily bear a touch 
of hardship: so they would wish that their weaker neighbours, 
while producing less should coasume more. Happy in this 
thought, thej' would work for the general good with all the 
energy, the inventiveness, and the eager initiative that 
bdonged to them ; and mankind would be victorious in 
contests uith nature at every turn. Such is the Golden 
Age to which poets and dreamers ma}' look forward. But 
in the responsible conduct of afiairs, it is worse than folly 
to ignore the imperfcctioas which still cling to human 


up-ture. 


The term “competition” is then not well suited to describe 
the special chamcteiistics of industrial life in the modem age. 
We need a lenu that does not imply anj' moral qualities, 
whether good or catI, but which indiaitcs the xmdispuied fact 
that modern business is characterized by more self-reliant 
habits, more forethought, more deliberate and free choice. 
There is not any one term adequate for this purpose : but 
Economic FbEEDOM OF IXDUSTEY AJTD ENTERPRISE, or more 
Freedom. shortly, ECONOMIC Ebebdosi, points in the right 
direction, and may be used in the absence of a better. 
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CHAPTER II. 

THE GROWTH OF FREE INDUSTRY A.NO ENTERPRISE. 

§ 1. Tiin growth of Economic Erccdom lias l>i*i-ii slow 
and fitful. Early civilizations wcru iifcessarily sariycivUi- 
in warm climates because no great advance in 
culture can hie made except where there is a considerable 
surplus above the bare necessaries of life; and influence of 
in a cold eliniate man’s whole energies are ab- 
soroed in providing tlicse necejaaries. unR*j« he is aided by 
accumulated wcaltli "nd knowledge. But a warm climate 
lowers energy ana in consequence the great bodj* of workers 
in the old civilizations of the East were of a submissive and 
unenterprising character; and were kept to their work by 
the discipline of the ruling castes. These ruling castes had 
generally come at no distant date from a more bracing climate, 
cither in mountainous regions or in the distant North. Tlicy 
doTOted Uiemselvcs to.'n^r, .to political and sacerdotal func- 
tions, and sometimes to art; but they avoided manual' work, 
and left that to serfs and slaves. The manual labour classes 
scarcely even conceived the idea of freedom ; but looked to 
custom ns the great protector against arbitrary oppression. 
It is true that some customs were very cruel; influence of 
but if customs -were merely cruel flpBCllily 
destroyed the lower classes and therefore also the upper 
classes who rested on them. And in consequence those races 
which have had a long history are also those whose customs 
have on the whole been kindly, and the good largely pre- 
dominates over the evil in the records of the influence of 
custom on moral as well as physical 'well-being. 
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There is iiiacli to lie Icamt even now from tho ideals of 
«Bcient citizen which were uiougiit 

Greece and out bv thc bcst minds among the Greeks and 
Rome. Eomans. But those ideals started from the 

aesumption that the free man should avoid all hard,. and 
depressing toil, and leave that for slaves. The great body of 
the workers were in slavert*, and there were no high ideals 
of life fur them. Thus even the best thought of Greece and 
I'umc left on one .side the ccntnil problem of our age: it 
never even inquired how far it might lie possible for those 
who Iwre thc chief burden of the world’s work to lead lives 
worthy of man; it certainly did not pioneer thc path of 
The Middle modem industry. Later on the Christian.faith 
Affcs. in the brotherhood of all men did something to 

lighten the lot of the poor. But it was often a fonn of 
words rather than a living power to govern men’s actions: 
and the ruling classes kept thc main body of thc people in a 
serfdom, which was not always happy. 

Freedom had more scope in the great trading and in- 
Ttansition dustrial towns j from them tho Icaderehip in 

to modern economic progress jiassed, about four hundred 

industiy. years ago, to Holland and other countries ; and ' 
nearly two hundred years ago the first place among the 
leaders fell to England. 

Tlie English had always been vigorous, but they had not 
always been industrious ; and it was long before they showed 
much power of making new inventions, and of organizing 
work so as to make it effective. But England offered an 
asylum from religious persecution to t!ic protestant artisans 
of the Continent, wlio were also generally thc ablest, the most 
inventive, and most stedfnst. Their instruction gave England 
the right lines on which to work. She derived stimulus from 
thc trade across the Atlantic and Pacific Oceans, which 
followed the discovery America and of the route .round 
thc Capo : for she was better situated than any other country 
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for this (mdc; nnd the work suited veil (he temper of Iicr 
people. .America .and Asia alike oircrctl markets for simple 
manufactures ninrlc in Ini^o quantities on tiic samn pattern. 
'^Iius she begiin to grow in wealth ; and she gradually 
applied her energies more and more to manufacturing on a 
large scale. Ope invention followed another in rapid succes- 
sion. She used water power, and afterwards sleani piwer 
'to take ofl'some of the most wearisome work from the hands 
of men and women, and io Tncrease 'prixluction ; and in a 
way tilings svent svell with her*. 

Hut there was another side to the jiictiire. Up to the 
eighteenth century the wages of labour had been much under 
the influence of custom ; and what competition there was 
for employment was mostly conilned to a small area ; a town ■ 
or a few villages in tlic samo neighlMurhnod. Hut the new 
industry in the latter half of the eighteenth century liegaii 
to attract artisans and labourers from nil parts of England 
to the manufacturing districts. 

At first there were few Ini-gc factories. Capitalists 

1 The qnBTtcr of a ccntuiy beionnini; with KfiO law iinjiroveinentii follow 
one another in mnnnfnetnro creii moro rnpiAiy than in BKrienltiire. Dariui; 
tliat pcrioil the tran^]lort of heavy goods was cheapennl hy Brindley's eanalH, 
the prodactiott of iiowcr hy 'Watl’a ateam-enRiiic, and tliat of iron hy Cort'a 
proce5i.<c9of puddling and rolling, and hy Jlochndc'a niethnd of imielling it Iq- 
coal in lien of the charcoal that lud now liecoino aeatce; Uaigrravcs Crninp- 
ton, Arhwright, Cartwright and others inventcil, or at Icaat made economi- 
cally acrviceahle, the apinning Jenny, tlie male, (ho canling nmcliiiic, and the 
power-loam; UTeilgwood gave a great impctiia to (he potteiy imde tliat war 
already growing rapidly; and there were important inventions in iirintiiig 
from cyllndcm, Ideadiiug Iiy chemical agentn, and in other piai.c«M>.s. A 
cotton factory woa for the llrat time driven direelly by nteam-powor in 1783, 
the lost year.ot.the period. The licgiiiniiig of tho niiicleeiilh* century mw' 
"arcijn-iilii^s and steam printing-presses, and the two of gas for lighting toa-tis. 
'TC&niri^la^olian, tclegmpliy anil pliotograjihy emno a little later. Onr 
own age has seen nnmhcrlcas ImiiroveincaU anil new ceonmnlcH in prodaetian, 
prominent among wiiidi are those rdating to the proilnetion of steri, (he tele- 
phone, tho riectrie light, and (lio gaS'Cngino; and the social clmnges arimng 
from material progress are in some mqicris moro rapid now than ever. Bnt 
the gnmndwork of the changes that have hapjicncd sinco 1785 was ehlcfiy laid 
in the inventiona of the years 17C0 to 1785. 
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distrilmtod ilicir orders to a great iiuinlicr o£ small masters 
scattered over the country wherever there was water-power 
to 1)0 had ; they themselves undertahimj the risks o£ buying 
the raw material and selling the inanu£acturcd goods. It was 
onlj' wJicu steam-power began to displace water-power that 
the size of the factories increased rapidly. But, both hi its 
earlier and its later forms, the new movement tended to release 
the bonds that had bound nearly everyone to live in the 
parish in which he was horn ; and it developed free markets. 
'Jlic working classes Ijecaim* more migrator}*, and more ac- 
customed to tiy to sell their labour in the best market, 
wherever it could be found, while the em]tloycrs also ranged 
far a-fu*lcl in, their search for workers. 

§ 2 . Thus the new organization of industry added vastly 
to production : but it was accompanied by some great evils. 
The new Wliich of these evils was unavoidable we cannot 
aw^^nfed when the change was moving 

by c«at evils, inost quicklv, England was stricken by a com- 
bination of c<-ilanutie.s almost unparalleled in history. Tlicy 
wei*e the cause of a great p.art — is impossible to say of how 
gi*eat a part — of the sufferings lh.at are commonly n.scril)ed to 
the sudden outbreak of unrestrained competition. The loss of 
her great colonies wa** quickly followed by the great French 
war, which cost her mon> than the total value of the accu- 
mulated wealth she had at its commencement. An un- 
pi*ecedented series of bad harvests made bread fearfully dear. 
And worse than all. a method of administration of the poor 
law was adopted which uudcniiined the independence and 
vigour of the people. 

The iirst part of .last century therefore saw free-enterprise 
establishing itself, in, England under unfnv.ourable_circum- 
st.anoes, its evils being intensiHed, and .its benefits beix^ 
le.ssened by external misfortunes. 

The old trade customs and gild regulations were un- 
suitable to the new industry. In some places they wero 
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abandoned by common consent: in others the}' were suc- 
cessfully upheld for a time. But it was a fatal 
success; for the new industry, incapable of flourish- maintain old 
ing under the old bonds, loft those places for "cuistiona. 
othera where it could bo more free. Then the workers 
turned to Government for the enforcement of old laws of 
Parliament prescribing the way in wliich the trade should bo 
carried on, and even for the revival of the regulation of prices 
and wages by justices of the peace. 

t These efforts could not but &il. The qld regulations had 
been the expression of the social, moral and economic' ideas 
of the time; they had been felt out rather than thought out; 
they were the almost instinctive result of the experience of ' 
generations of men who had lived and died under almost 
uiichanged..ecozu»nic>condition8. In the new age clmiig^ 
come so rapidly tliat there was no time for. this. Each man 
find to do what was ri^t in his own eyes, witli but little 
guidance from the experience of past times; those who en- 
deavoured to cling to old traditions were quickly supplanted. 

The new race of manufacturers consisted chiefly of those 
who had made thmr own fortunes, strong, ready, enterprising 
men: who, looking at the success obtained by their own 
energies, were apt to assume that the poor and the weak 
were to be blamed rather than to be pitied for their mis- 
fortunes. Impressed tvith the folly of tliose who tried to 
bolster up economic arrangements which the stream of pro- 
gress had undermined, they were apt to think that nothing 
more was wanted than to make competition perfectly free 
and let the strongest have their way. jpbey— glorified~mdi- 
vidualism, and were in no hurry to a modem substitato 
for the social and'ihdustrial bonds which had kept men 
together in earlier times. 

Meanwhile nusfortune had reduced the total net income of 
l^e pecqfle of England. In. 1820 ajtenth of it was absorbed 
in paying the mere interest on the National Debt. The goods 
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that were cheapened' by the new inventions were chiefly manu- 
Influenccof factored commodities of which the working man 
war, heavy ^ small consumer: but the Corn-Laws 

nesaoPftad^^ prevented^, him „frDm getting cheaply the brea'd 
on which he" often " spent three-fourths of his little wages. 
He had to sell his labour in a market in which the -iorces 
of supply and demand would We given him a poor pittance 
even if tlmy had worked freely. But he had not the full 
advantage of economic freedom ; he had no efficient union 
with his fellows ; he had neither the knowledge of the market, 
nor the power of holding out for a reserve price, which the 
seller of coirrmodities has, and he was urged on to work and to 
let his family work during long hours and under unhealthy 
conditions. This reacted on the efficiency of the working 
population, and therefoi'e on the net value of their work, and 
therefore it kept down their wages. The employment of chil- 
dren during excessive hours began in the seventeenth century, 
and remained grievous till after the repeal of the corn laws. 

But after the workmen had recognized the folly of attempt- 
ing to revive the old rules regulating industry, thei’e was 
no longer any wish to curtail the freedom of enterprise. The 
sutleriugs of the English people at their worst were never 
comparable to those which had been caused by the want of 
The new freedom in France before the Revolution ; and it 
Ensiwd from argued that, had it not been for the strength 
French armies, which England derived from her new industries, 
she would probably have succumbed to a foreign military 
despotism, as the free cities had done before her. Small as her 
population was she at some times bore almost alone the burden 
of war against a conqueror in control of nearly all the re-, 
sources of the Continent ; and at other times subsidized larger, 
but poorer countries in the straggle against him. Rightly or 
wrongly, it w-as thought at the time that Europe might have 
fallen permanently under the dominion of France, as°she had 
fallen in an e:irlier age under that of Rome, had not the 
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free energy of Englieh industries supplied the sinews of wnr 
against the common foe. Little was therefore heard in coni> 
plaint against the excess of free enterprise, but much against 
that limitation of it which prevented Englishmen from obtain* 
ing food from abroad in return for the manufactures which 
they could now so easily produce. 

•Arid even trades-unions, -wliich were then beginning that 
brilliant though chequered career wliich has been more full 
of interest and instruction than alm(»t anything else in 
English liistory, pa.ssed into the phase of seeking little from 
authority except to bo left alone. They had learnt by bitter 
experience the foil}' of attempting to enforce the old rules by 
which Government had directed the course of industiy' ; and 
they had ns yet got no fnr-rcaehing views os to the regula- 
tion of trade by their own action : their chief anxiety was to 
increase tlieir own economic freedom by the removal of the 
laws against combinations of workmen. 

§ 3. It has been left for our own generation to perceive 
all the evils which arose from this sudden in- Dangenefa 
crease of economic freedom. Kow first are wo 
getfing to understand the extent to which the 
capitalist employer, untrained to his new duties, was tempted 
to subordinate the wellbeing of his workpeople to his own 
desire for gain; now first are we learning die importance 
of insisting that the rich have duties ns well as rights in 
their individual and in their collective capacity; now first 
is the economic problem of the new ago showing itself to 
us as it really is. This is partly due to a wider knowledge 
and a growing earnestness. But however wise and rirtuous 
our grandfathers had been, they could not have seen things 
os we do ; for tliey were harried along by urgent necessities 
and terrible disasters. 

But we must judge ourselves by a severer standard. For 
we are not now straggling for national existence; and our 
resources hare .not been exhausted by great wars ; on the con- 
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1 rni-r our j'fwora of }>n>fluct ion have been iiuj«ensj*ly increapud ; 
Thr nation iniporfaiit, tho repeal of 

lie’ a n’\’ I'*"'*' **’f^*^ grilwth of stnnin com- 
fice evcr>-t"hinjr niunienlioii have etiiibled a lan^Rly, increased 
to production, p(,p^mion to obtain sulUcicnt supplie.s of food on 
eapy tenns. The avenige money income of tlic‘'jjcuple lias 
more than doubled ; vhile the price of almost all important 
eoniroodities except animal footl and house-room has fallen by 
one-half or even further. Tf is true that even now, if wealth 
were distributed eijually. tlic total pnaluclion of the country 
would only .sullii’e to provide necessaries and the more urgent 
cmnfnrtss for the jh*nplp, and that as things ai-e, many have 
luiM'ly th" necessaries of lif**. But the natirui has gnnm in 
wealth, in iiealth, in etUicaiion and in numiUty } and we are no 
longer comiielled to sulHirdinale almost every other con.si- 
deratiou to tlw need of increasing the total produce of 
industn**. 

In partii'ulur during the present generation tliis increased 
prosporirj’ ha's made us rich and strong enough to impose 
new resinutits on free enterprise: some temporaiy material 
Io«s being submitted to for the sake of a higher and greater 
ultimate gain. Hut these new restraints arc diflcrcut from 
the old. Tbi-y arc imposed not ns a means of class domi- 
nation : but with the piirpo'-e of defending the weak, .and 
especially children and ihe mothers of (diildren, in matters_ 
in which they are not able to use tho forces of- competition 
in tlicir own defence. The aim is to dcrisc, deliberately and 
pi'oroptly, remedies adapted to the quickly changing circum- 
.-■tancos of modern industiy ; and thus fo .obtaii^the_good, 

t In tunes of pence no one ventures openly to mnk money ns of liiRh 
inii>ortance iu comparison witli human lives: hut in the crisis of an expensive 
war money can always bo used so ns to save them. A general who at a 
rriticnl time snetiiices lives in order to protect material, the loss of wbidi 
wonld ennso the loss of many men, is held to have acted ri^tly, though no 
one wonld openly defend a sacrifice of soldiers’ lives in oriler to save a few 
army stores in time of peace. 
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■withojiiilie of the old defence of the vreak that in other 
was gradually evolved by custom. And by the aid of the 
telegraph and the printing-press, of represento- TheinBuenee 
tive government and trade associations, it is 
possible for the people to think out for them- pr^ng- 
selves the solution of their own problems. The 
growth^ of knoa-ledge and self-reliance has given them 
that true self-controlling freedom, which enables them to 
impose of their own free will restraints on their oam 
actions ; and the problems of collective production, collective 
OAvnership and collective consumption are entering on a new 
phase. 

Projects for great and sadden changes are now, as ever, 
foredoomed to fail, and to cause reaction. We are still 
unable to move safely, if we move so fast that our new plans 
of life altogether outrun our instincts. It is true that human 
nature can l}e modified; new ideals, new opportunities and 
liew methods of action may, as history shows, alter it very 
much even in a few generations. This diange in human 
uatuie has perhaps never covered so wide an area and moved 
so fast as in the present generation. But still it^is_,^ 
growtii, and therefore gradual; and changes of our social 
organization must wait on it, and therefore they must be 
gradual too. 

But though they wait on it, they may ahvays keq> a little 
in advance of it, promoting the growth of our Movement 
higlier social nature by giving it always some 
new and higher work to do, some practical ideal fomsofcoi- 
towards w’liich to strive. Thus gradually we may 
attain to an older of sodal life, in which the common good 
overrule individual caprice even more than it did in the 
early ages before the sway of individualism had begun. But 
unselfislmcss then will be the ofispring of deliberate will, 
though aided by instinct individual &eedom then will devdop 
itself in collective freedom ; — a happy- contrast to the old 
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order of life, in 'vvliicli individual slavery to custom winsecl 
collective slaA-cry and stagnation, broken only by tlio c.iprice 
of despotism or tbo caprice of revolution. 

We have been looking at this inovement from tbo English 
point of view. But other nations arc taking their share in it. 
America faces new practicjil difliculties with such intiepidity 
and directness that she is already contesting with England the 
leadei'ship in economic aflairs ; she supplies nniny of the most 
instructive instances of the latest economic tendencies of the 
age, such as the gi-owing democracj' of trade and industry, and 
the development of speculation and trade combination in every 
form, and she will probably before long take the chief part in 
pioneering the way for the rest of the world. Is or is Australia _ 
showing less signs of vigour than her elder sister ; she has in- 
deed some advantage over the United States in the greater 
homogeneity of her people. 

On the Continent the power of obtaining important results 
by free association is less than in English speaking countries j 
and in consequence there is less resource and less thoroughness 
in dealing Avith industrial problems. But their treatment is 
not quite the same in any two nations; and there is something 
characteristic and insti'uctive in the methods adopted by each 
of them ; particularly in relation to the sphere of govcrmnenhil 
action. In this matter Germany is taking the lead. It has 
been a great gain to her that her manufacturing industries 
developed later than those of England ; and she has been able 
to profit by England’s experience and to avoid many of her 
mistakes. 
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THE SCOPE OP ECONOMICS, 

§ 1. Economics is a study of mea os they live and move 
and think in the ordinary business of life. It is ^ 

a study of real men, not of fictitioMR men. or 

•' _ . , businera life 

“ecraomic men." But it concerns itself chiefly have a money 
\nth those motives -which afiect^ most powerfully 
and most steadily, man’s conduct in the business part of his 
life. Eveiyone who is worth anything carries his higheif 
nature 'with him into business ; and, there os elsewhere, he w 
influenced by his personal affections, by his conceptions of 
duty and his reverence for high ideals. Bat, for all. that^Jbhd 
steadiest .motijrejbo^usiness.work jb- the-desire-xor-the-pay 
whiohJ8.the materJal.reward-of-.wock. The pay may be on 
its -way to be spent selfishly or unselfishly, for noble or base 
ends; and here the variety of human nature comes into 
play. But the motive is supplied ly a definite unount of 
£. s. d. : and it is thm definite and exact money measurement 
of-the-steadiest motives in business lifi^ which has enabled 
economics far to outran eveiy other branch of the study 
of man. Just as the chemist’s fine b^ance has made 
chemistry more exact than most other physical sciences; so 
this economist’s balance rough and imperfect as it is, has made 
economics more exact than any other branch of social science. 
But of course economics cannot be compared with the exact 
physical sciences : for it deals -with the ever (hanging and 
snbtle forces of human nature. 
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Ill fiict the ocononiist only docs in .1 more patient and 
thoiiglilful way, and with greater precautions, what everylwdy 
is always floing every day in ordinary life. JIc does not 
attempt to weigh the real value of the liigher afl'cetions of 
our nature against those of our lower: he does not balance 
the lore for lurtuc against tho desire for agreeable food. 

Ho cstiuiates the incentives to action liy their 
effects just in the same way ns people do in com- 
mon life. He follows the course of ordinary 
conversation, differing from it only in taking 
more precautions to make clear the limits of his knowledge 
as he goes. These precautions are laborious, and make some 
people think that economic reasonings arc arlincial. But 
the opposite is the fact. For he docs but bring into promi- 
nence those assumptions and reservations, which everyone 
makes unconsciously every day. 

' For instance, if we find a man in doubt whether to spend 
a few pence on a cigar, or a cup of tea, or on riding homo 
instead of walking home, then wo may follow ordinary usage, 
.and say that he expects from them equal gratifications. Again 
if Avc find that tho desires to secure cither of two gratifications 
Avill induce men in similar ciraumstanccs each to do just- an 
hour’s extra work, or arill induce men in the s.arac rank of life 
and irith the same means each to pay a shilling for it^ avo then 
may say that those gratifications are equal. 

Hext suppose that the person, whom Ave saw doubting be- 
tAveeu seA’eral little gratific.ations for himself, had thought after 
a wdiilo of a poor inA'alid whom ho would pass on his way 
home, and had spent some time in making up his mind Avhether 
ho would choose a phj’sical gratification for himself, or Avould 
do a kindly act and rejoice in another’s joy. As. his desires 
tumed.now. towards .tho^.one, now the o^er, there would bo 
.change -in the quality of his mental states. But the economist 
timts them in the first instance merely as motives to action, 
which are shoAin .-to -be-CA'enly... balanced, -since they are 


Economies 
follows the 
practice of 
ordinaiy 
discourse. 
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nMWuaiBcA^Jby. tliQ- saiiy smn fft .moucy. A stnrly of these 
money values is only the stnrting-point of economics : hub it is 
the starting-])oinb. 

§ 2. Again the desire to earn a shilling is n much stronger 
nioti%'c to a poor man until whom money is scarce than to a 
rich one. A rich man, in doubt urlicthcr to spend a shilling 
on a single cigar, is weighing against one another smaller 
pleasures than a ]) 0 or man, wlio is doubting whether to siicnd 
a shilling on a supplj' of tobacco that unll last him for a 
month. The clerk with £100 a year will walk to business in 
a heavier rain than the clerk with £300 a year ; for if thn 
jmorcr man spends Uio money, ho will sufler more from the 
want of it afterwards than the richer would. Tlio gcatificaiiou 
that is mcosuccd in the {loorcr. .inan’s-mind by-sixpcuuoJs. 
greater .tliaiutliat-inoasured4Yy4t-iniJto richcc.man'K mind. 

Thc«!e diillcultics can however be avoided. For if we take 
averages sufficicntlj* broad to cause the personal Allowance for 
peculiarities of indiriduals to counterbalance one 
another, the money which people of equal incomes mone“te rich 
will give to obtain' a benefit or avoid an injury is 
a sufficiently accuiato measure of the benefit or the injur}'. If 
there arc a thousand families living in Sheffield and another 
thousand in Leeds, each with about £100 a-ycar, and a tax 
of £1 is levied on all of them, we may bo sure that the 
injuiy which the tax will cause in Sheffield is veiy nearly 
equal to that which it will cause in Leeds: and similarly 
anything that increased all the incomes by a £1 would give 
command over very nearly the same amount of additional 
happiness in the two towns. 

Thus “jnonoy” or ''.goneral. 4 nircluisuig.f ower " oe.‘''y>m- 
mand-.over..niatcrial.-wealth]'” is ‘^ba centre^round— which 
economic science clusters j thiaJs. 80 v-notJ>ccauso. 
money or material wealtli i8>regarde(tiis-the'mam niotives an 
aim- of -human •ofibrtr-nor-even.as.afibrding-the 
main subjeob^natter for the BtudyiofJjhBnconomist^ 
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Init iM'caiiso in this ■woiOd of oiirs_ii is, the one coiivoiiicnt 
nje<ans of jneasuring human inolivc.on n large_Kcalp; and if 
the older economists had made this clear, they would have 
escaped many grievous misrapresentniiona The splendid 
teachings of Carlyle and I^uskin as to tlie right aims of 
human endeavour and the right uses of wealth, would not 
then have been marred hy bitter attacks on economics, based 
on the mistaken belief that that science had no concet'n 
with nnj' motive except the selfish desire for wealth, or oven 
that it inculcated a policy* of sordid sclilshncss. 



CHAPTER IV. 


ECONOMIC JAWS. 

§ 1. Tins brings us to coiisiricr Economic Latce. JBvgry 
c.-rasp_liiis a tendency to produce Boino^dcflnitc 
result, if nothing occurs to binder. iL Thus ia«"’/r"c,e„ce 
gravitation tends to make things fall to the ore «tatements 
ground : hut when a halloon is full of gas lighter 
than air, the pressure of the air will ninkc it rise in spite of 
the tendency of gravitation to make it fall. The law of 
grasdtation statc-s how any two things attract one another; how 
they tend to move towards one another, and will move towards 
one another if notliing interferes to prevent them. TheJow 
of. gravitation, i3.Uiereforo.aj5tafojnient o£.tcndonoic.s. 

It » a very exact statement- -so exact that mathe- 
maticians can calculate a Nautical Almanac that 
will show the moments at which each satellite law* of simple 
of Jupiter will hide itself behind Jupiter. 

They make this calculation for many years beforehand ; and 
navigators take it to sea, and use it in finding out where they 
arc. Now theca are no go^noniit. l^ndonniVs wluV-li not-rm^ 
steadily nud can hfljisngurcd..na-oxactly^is-gcawtation .can : 
aufLconsequently there- are-na-laws-oLnconomiCB-whioh-caa 
Jio.comparcdiQr.pEpcision-'with the Jaw pfjfrayitation. 

§ 2. Let us then look at a science loss exact than 
astronomy. The science of the tides explains ^he inexact 
how tlie tide rises and hills twice a day under lawaofcom- 
the action of the sun and the moon: how there 
are strong tides at aerv and full moon, and weak tides at the 
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moon's first and thii-d quarter ; and how the tide running up 
into a closed channel, like that o£ the Severn, will ho very 
high ; and so on. Thus, having studied the lie of the land 
and the water all round the British isles, people can calculate 
l}cforehnnd when the tide will probably bo at its highest on 
any day at London Bridge, or at Gloucester; and how high it 
will be there. Tliej' have to use the word probably \ wliich 
the astronomers do not need to use when talking about the 
eclipses of Jupiter's satellites. AVliy is that? The reason is 
that though many forces act upon Jupiter and his satellites, 
each one of them acts in a definite manner which can be 
predicted Ijeforehand. But no-nno knows enough about the 
weather to bo able to say licforchand how it will act : and 
a hea'N-y downpour of rain in the Thames valley or a strong 
north-cast wind in the German Ocean may make the tides 
at Loudon Bridge dilTcr a good deal from what had been 
expected. 

§ .3. The laws of economics are to be compared with the 
The science tides rather than with the simple 

of man is and c.xact law of gravitation. I!or_the actions-of 
hs laws are men. .are so various and uncertain, tliat the. best 

inexact. Statement of tendencies that wo can make, in a 
science of human conduct, must necds.be inexact and faulty. 
Tliis might be urged as a reason against making any state- 
ments at all on the subject ; but to do that would be almost 
to abandon life. Life is human conduct and the thoughts • 
that grow up around it. By the fundamental impulses of our 
nature we all — high and lou', learned and unlearned — are in 
our several degrees constantly strmng to understand the 
courses of human action, and to shape them for our purposes 
whether selfish or unselfish, whether noble or ignoble. And 
since we mtuii form to ourselves some notions' of tbe tendencies 
of human action, our choice is between forming those notions - 
carelessly and forming them carefullj'. The harder the task, 
the gi’eater the need for steady patient inquiry; for turning to 
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ncconnt Die experience ilinfc Iins licen re<apcd by Uic more 
advanced physical sciences ; and for framing as liest we cun well 
thottght-out estimates, or pronstonal laws, of the tendencies of 
human action. 

§ 4. Our plan of work is then this; — Wc -study the 
.actions of iudividual3,_hut..study— Uicnuin rcLation to social 
jife. We. take .as .little notice ns possible of 
indiviiiuni peculiarities of temper and ch.amcicr. a 

We watch the conduct of a whole class of member of on 
jieoplc — sometimes the whole of n nation, sonic- 
times only those living in n certain district, more 
often those engaged in some particular trade at some time 
and place ; and hj' the .aid of statistics, or in other ways, we 
ascertain how much money on the average the members of 
the particular group we arc watdiing, arc just willing to pay 
. ns the price of a certain thing which they desire, or how much 
must 1 x 1 oficred to them to induce them to undergo a certain 
efibrt or nljstincnco that they dislike. Tlie measurement of 
motive thus obtained is not indeed perfectly accurate; for 
if it were, economics would rank witli the most advanced of 
the physical sciences ; and not, os it actually does, with the 
least advanced. 

But yet the measurement is accurate enough to enable 
experienced persons to forecast fiiirly well the extent of the 
results that will follow from changes in which motives of this 
kind arc chiefly concerned. Thus, for instance, they can 
estimate very closely the payment that will be required to 
produce an adequate supply of labour of any grade, from the 
lowest to the highest^ for a new trade which it is proposed to 
start in any place. And, when they vimt a foctoiy of a kind 
that they have never seen before, Dicy can tell within a 
sliilling or two a week what any particular worker is earning, 
by merely observing how far his is a skilled occupation and 
what strain it involves on his physical, mental and moral 
faculties. 
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And, starting £rom simple considerations of this kind, 
they can go on to analyse the causes -which govern the local 
distribution of different kinds of industry, the terms on -which 
people living in distant places exchange their goods -with one 
another, and so on. They can ^plain and predict the ways 
in whidi fluctuations of credit will affect foreign trade, or 
again the extent to which the burden of a tax -will be shifted 
from those on whom it is levied on to those for whose wants 
they cater, and so on. 

In all this economists deal with man as he is : not -with an 
abstract or “ economic ” man ; but a man of flesh and blood ; 
Economists shapes his business life to a great extent 

deal mainly with reference to egoistic motives; but also one' 
^i^e'but not above the frailties of vanity or reck- 

theiifeofaiic- lessness, and not below the delight of doing his 

titious being, jg 

delight of sacriBcing himself for the good of his family, his 
neighbours, or his country, nor below -the love of a -virtuous 
life for its own sake. 

§ 5. Thus then a law of social science, or a Social Law, 
is -a -statement of social tendencies; that is, a 
BocSd • statement jtbat n. certain- coutse_of arf.inn mav 
be expected under certain conditions from-, the 
members of a social group. 

Economic laws, or statements of economic tendencies, are 
and ‘econo- social laws relating to bmnches of conduct in 
which the strength of the motives chiefly con- 
cerned can be measured by a money price. 

Corresponding to the substantive “law” is the adjective 
“legal” But this term is used in connection -with “law” 
in the sense of an ordinance of government ; not in connec- 
tion with scientific laws of relation between cause and effect. 
The adjective used for this purpose is derived from “norma,” 
a term which is nearly equivalent to “law”; and we 
say that the.-coarse--of-.ac.^n^hich-may be expected undei 
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certain condiliauK-lroiii ti« memhera o£ .i4wjnriustrial -group 
is iho action of ti»- i««nbera- «f- that Nonnal 

.group relatively, .to .iiioso-conditions. action. 

NonunJ action is Jioi aWiiya morally right; vorv oft^n it. 
is_aciioa .which' -nrc 'should iine^our niuost oflortc jlq atop. 
For instance, the normal condition of many of the very 
poorest inhabitants of n large town is to he devoid of 
enterprise, and unwilling to avail thcin5elvp.s of the oppor- 
tunitics that ina}* offer for a healthier and Ic.ss squalid life 
elsewhere ; the}* have not the strength, physical, mental and 
moral, required for working their way out of their miser- 
aide surroundings. The existence of a coiisiderahle supply of 
lalwnr ready to make match-lmxcs at .a very low rate is 
normal in tlic same way that n contortion of tiie limbs is 
a normal result of taking stiycknine. It is one result, a 
deplonihlo result, of the action of those laws which we liavo 
to study. 

Tlie eadlTee English economists paid almost-exolusiv-a-at 
tention. to 'the jnotlvcs of indirtdual action. 

Hut It must not bo forgotten that economists, 
like all other students of social science, arc 
concerned Arith rndTTidnrns-chfcfly as memlierp of the social 
organisir As a cathedral is something more than the stones 

-which.it is built, ns a person is something more than a 
series of thoughts and fccliniis, so 4ho 1i£a of sodoty is Eomc.<. 
.tiling moroiliini tno suriHef the lives'of-dts-indi-vkkml Tnemhers. 
■It4B-trac--that-'thc'nction-of.tiie-who]c ia made uiutLtJinjt.oL 
its.constituirnt"pttrtfi , und'tlinlrm most^conomie problems JJio 
.hest.starting-point'ifi trf’bc found in-the>motivcs>lhaLaficct'tho 
individual, regarded not-indeed as an isoIatod-atoni,-buirns a< 
member .oiaome-pai-ticalai^trode. or. iudnstcial^group ; but it is 
also true, os German -writers have -well urged, that-economics 
4ia8 a great-juid aa incrt»aing.coacem in motivos-oonneoted 
-with.the<collectivo.ownccshipjof and tha ooUeetive 

pursuit -of '''iinportant''aims. Many now kinds of voluntary 
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association arc growing np under tlie infiiience of other 
motives besides that of pecuniai^' gain ; and the Co-operative 
movement in particular is opening to the economist new 
opportunities of measuring motives whose action it had seemed 
impossible to reduce to any sort of lawb 

1 For n, coiitiuuatjoa of tiiis subject sec Ap 2 >entlix A ou Methods of Study. 



CHAPTER V. 


SURVEY OF THE WORK TO BE DOKE. 

§ 1. The law's, or statements of tendency', with which we 
shall Ijo chiefly concerned in this volume, are 
tho«e relating to man’s Wants imd their satisfoc- studied in 
tion, to the Demand for wealth audits Ckmsonip- 
tion ^Booklll); to its Production, especially under the modem 
organisation of industiy (Book lY ) ; to some of those general 
relations between the demand for a thing, and the difliculty 
of providing a supply of it which govern Value (Book V) ; and 
(Book VT) to Exchange in relation to the Distribution of 
the income of the nation between those who work with their 
heads or hands, those who store up capital to provide 
madiinciT and other tiling that will make labour more 
efiicient, and landowners ; or which is nearly the some thing 
the broad features of the problem of wages, profits and rent. 

The present volume deals mainly with the Economics of 
Industry. A later volume will deal with the Economics of 
Trade and Finance. It will discuss systems of money, credit 
and banking: the organization of markets, the relation 
between wholesale and retail prices ; foreign trade ; taxes and 
other ways and means of collective action ; and lastly public 
responsibilities and die general functions of collective action 
in economic aflfairs, whether through the Government, through 
the form of opinion, or through voluntary co-operadon. 

§ 2. Eccmnmicg-is-thntu- Aaken tp m ean a stady-of-Ahe 
economic~aspects_aniLoonditions.o£jman!B..pdlitica1,-sooial-and' 
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private life; butjnore cspeciallj o£-his social life. The. aims 
oiJthc .study sure to gain knowledge for its own 
obtain guidance in the. practical 
conduct of life, and especially of social, life ; 
the need for such guidance was never so urgent as now. 

It would indeed bo a mistake to be always thinking 
Hia first duty practical purposes of our work, and 

is to discover planning it out with direct reference "to them*.' 
truth. Pqj. gQ doing we sire tempted to break off 

each line of thought as soon as it ceases to have immediate 
bearing on that particular aim which we have in view at 
the time ; the direct pursuit of practical aims leads us to 
group together bits of all sorts of knowledge, which have 
no connection with one another except for the immediate 
purposes of the moment, and throw but little light on 
one another. Our mental energy is spent in going from 
one to another; nothing is thoroughly thought out; no real 
progress is made. The grouping, therefore, which is best for 
the purposes of science is iW which collects together all 
chose facts and reasonings which are similar to one another in 
nature : so that the study of each may throw light on its 
neighbour. 

And yet it may be well to have before us at starting 
some tolerably clear notion of the practical 
problems which supply the chief motive ^to the 
study of the modem economist. Many of them 
do not lie quite within the range of his science, 
and none of them can be fully answered by mere 
science ; the ultimate resolve must always lie with conscience 
and common sense. But the following are some of the 
chief issues which are of special urgency in England in our 
own generation, and to which economics can contribute some 
important material of carefully arrange'd £icts and well con- 
sidered arguments ; — 

How should we act so as to increase the good and diminiab 


But the ditec- 
tions of his 
search are 
indicated by 
uicent social 
problems. 
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tlip evil influenro*! of ceonnmic freeflom, IhiIIi iti its ultinintn 
results iiiul in tin' course of its projrress ? Tf the first .in> 
ttoiitl :um 1 the lutt«»r evil, hut tho«e who suffi'r the evil ilo not 
reap the powl. how far is it right that tliey should sutler for 
the Ix'iielit of others f ^ 

Takin" it. ff>r granted that a iilOre equal (list rihut ion of 
wealth is to he desired, how far would this justify changes in 
the institutions of property, or limitations of free enterprise 
even when they svould Ik* likely to diminish the agprogsitc of 
wealtii 7 In other words, how far should an incroiise in the 
ineome of the j'oorer clsisses and a diminution of their work 
In' aini-'l at, eveti if it involved some lessening of national 
material wealth 7 IIow far could this lie d<»np withouL in- 
justice, and without slackening the energii's of the leaders 
<(f progress! IJow ought the burdens of taxation to he 
disirihuted among the different classes of society! 

Ought we to rest content with the existing forms of 
division of laltourl Is it neccssaty that largo numlasrs of 
the i>»‘ojile .<.houl(l l)o oxelusivcly occupied with work that has 
no elevating character 7 Is it poCsihlc to educate graduall}' 
among the great mass of workers a new capacity for the 
higher kinds of work; and in particular for undertaking 
co-op''nilively the management of the businesses in which 
they are themselves employed f 

'What arc the proper relations of individual and collective 
action in a stage of civilization such ns ours! IIov,- far ought 
voluntary- association in its various forms, old and new, to 
he left to supply collective action for those purposes for 
which such action has special advantages! What business 
affairs should be undertaken by society itself acting through 
its Government, imperial or local! Have we, for instance, 
carried ns far as we should the plan of collective ownership 
and use of open spaces, of vvorks of art, of the means of 
instruction and amusement, os w'cll as ofi those material ro- 
quisites of a ci^ulizcd life, the supply of which requires united 
action, such, ns gas and water, and railways ! 
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■When Government docs not itself directly intervene, how 
fnr should it sillow individuals and corporations to conduct 
their own ail'airs as they please 1 How far should it regulate 
the management of railways and other concerns wliich are 
to some extent in a position of monopoly, and again of land 
and other things the (pantity of which cannot be inci-eased 
hy man? Is it necessary to retain in their full force all the 
existing rights of property; or have the original necessities 
for which they were meant to provide, in some measure 
passed away? 

Are the pre\-ailing methods of using wealth entirely 
justifiable? Wliat scope is there for the moral pressure of 
sneial opinion in constraining and directing individual action 
in those economic relations in which the rigidity and \'iolence 
of Government interference would be likely to do more harm 
than good? 

In what I'espcct do the duties of one nation to another 
in economic mutters dificr from those of members of the 
same nation to one another? 



BOOK II. 

SOME FUNDAMENTAL NOTIONS. 


CHAPTER I. 

IXTHODUCTOnV. 

^ 1. SiNTC Economics is tlio stud}' o£ man’s actions in the 
oniinan* atTair? of life, it needs to l>oxro»'_iuDre 
than pUisr .sdanccs do.fto m common experien ce, definition in 
Its rtM'oninc? imist therefore bo expressed in 
Lniqaago tlua is intelligible to the general public; jLjQuat- 
enilcaVOUr.lO conform its elf to the fa^i|?n. r t erms .of- Jivniy. 
day life, and, so far jas. possible, Aojuse tlienr-os-thcy«ro com- 
monly -ured. 

But- unfortunately .almost .every word in .common use 
has spvoral shades of meaning, and therefore .needs, to-be 
inteiprottd by. the context Economists must take, as the 
standard use of their words, that which seems most in 
harmony with ereiy day usage in the market place; and 
they must add a little special interpretation wherever it 
is nccessaiy'. For by this means only can they say exactly 
v'hat they want to say without perplexing the general 
reader. 


3 
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WEALTH. 

S 1. OcB diflicultips nt onci*. “W'caUh” is really 

tlip same word as well-being : Inu. in its common use it means 
only material possessions of different kinds. Further “a 
wealthy man" is a person who has a great deal of wealth: 
and so economists have sometimes been blamed for speaking 
of the “ wealth of the labourer. Tt is argued that as he is 
not wealthy, he cannot properly be said to possess w*ealth. 
But this objection must be set aside: and we must persist in 
saying that the cottager’s furniture, and other household 
goods constitute his little stock of wealth. 

This word "goods’* is a u-seful one. A man’s goods are 
commonly understood to be his material posses- 
*' sions. But the word is often used more broadly j 
as when we .say it is a great good to a man to bo able to find 
recreation in reading or music after his day’s work is done. 
Tins use of the word has been adopted by economists of other 
countries: it is practically very convenient; and it is suffi- 
ciently in .accordance with popular usage in this country for 
us to adhere to it. 

Thus then Goods are all desirable things, all things that 
satisfy human wants. 

All wealth consists of things that .satisfy, wants, .directly or 
indirectly. All wealth therefore consists of- desirable- things 
or 1' goods”; but not all goods are reckoned.as wealth. The 
affection of friends, for instance, is a very important element 
of well-being, but it is not- ever reckoned as wealth, except by 
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n jiDPfcic licence. Let ns begin by cl.-issifying goods, and 
then consider which of them sliould be accounted as elements 
of Avealth. 

Pcsiralde things are Material, or Pei-son.al .and Non- 
material. Material goods consist of useful classification 
material things, and of all rights to hold, or ofEoods. 

UP(', 01* derive lienefits from material things, or to receive ' 
liiem at a future time. 

Thus they include the physical gifts of nature, laud and 
AVfiter, air and climate; the products of agriculture, mining, 
fishing, and manufacture; buildings, machinery, and imple- 
ments; mortgages and other bonds; shares in public and 
private companies, all kinds of monopolies, patent-rights, 
r('pyright.s : .also rights of waj' and other rights of usage. 
Lastly, opportunities of travel, access to good scenery, museums, 
ought, strictly speaking, to be reckoned under this head. 

A man’s iron-inaterial goods fall into two classes. One 
consists of Ids own qualities and faculties-for action and for 
enjoyment; such for instance as that faculty of deriving 
recreation from reading or music, to which we have just 
referred. All these lie within himself and are called 
ii'CH'd. The second class are called ^ter.naj because they 
consist of relations beneheial to him with other people. Such, 
for instance, were the labour dues and personal services of 
A-nrious kinds AA-hich the ruling classes used to require from 
their serf.s and other dependents. But these liaA-e passed 
.away ; and the chief instances of such relations beneficial to 
their owner noAv-a-da)-s are. Jo. he found_mJ;he .good will, and 
business connection of traders, and .professional-men. 

Again, goods may be Iransf trails or non^ansjemhle. Every- 
thing that can be bought or, sold is of course transferable. 
Biit a person’s “ internal ” faculties for action and enjoyment 
are iion-transferable. A successful tradesman or medical prac- 
titioner may sell the goodwill of his business. But at first, at 
r.ll events, the business Avill not be as good to the iigav comer 

3—2 
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as ifc was to Inmj because part of his business connection 
depended on personal trust in hinr; and that Avas non- 
transferable. 

Those goods are free, Avhich are not appropriated and are. 
alibrded by Nature without requiring the effort .of man. The 
land in its original state was a free gift of nature. But in 
settled countries it is not a free good from the point of view 
of the individual. Wood is stiU free in some Brazilian forests : 
the fish of the sea are free generally : but some sea fisheries 
are jealously guarded for the exclusive use of members of a 
certain nation, and may be classed as national property. 
Oyster beds that have been planted by man are not free in 
any sense. Those that have groAvn naturally are free in every 
sense if they are not appropriated : if they are priA- ate property, 
they are still free gifts from the point of vieAV of the nation ; 
but, since the nation has allowed its rights in them to become 
A-ested in indmduals, they are not free from the point of vieAv 
of tlie individual ; and the same is true of private rights of 
fishing in rivers. The Avheat groAvn on free land and the fish 
caught in free fisheries are not free: for they have been 
acquired by labour. 

§ 2, When a man’s wealth is spoken of simpl}’-, and Avith- 

Weaith interpretation clause in the context, it is 

to be taken to consist of two classes of goods. 

In the first class are those material goods to AA’-hich he has 
(by lav/ or custom) priA-ate rights of property. These include 
not only such things as land and houses, furniture and 
macliinery, and other material things which may be in his single 
private ownership ; but also any shares in public companies, 
bonds, mortgages and other obligations Avhich he may hold 
requiring others to pay money to him. On the other hand, 
the debts Avhich .he oAves to.qthers may be I’egarded as negative 
Avealth; and they must be subtracted from his total posses- 
sions before his true Net wealth can be found. It is perhaps 
hardly necessary to say that services and other goods, Avhich 
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p.'iss out of existence in the same instant tliat they come 
into it, do not contribute to the stock of wealth, and may 
tlierefore i)e'left out of our account. 

In the second cla.ss are those of hi.s non-material goods 
wliicli are external to Inm, and serve directly as the means of 
enabling him to acquire material goods. Thus it excludes all 
his own pei-bonal qualities and faculties, even tho.se which 
enable him to earn a living. But it includes his business or 
professional practice, and especiall 3 ' that “goodwill,” which 
can he transferred bj' sale to a new comer. 

It is true that, pursuing tlie lines indicated by Adam Smith 
and followed by most continental economists, we 
might define Personal Wealth so as to include wealth!*' 
all those energies, faculties, and habits which 
directlj’’ contribute to making people industrially efilcient. 
But confusion would be caused by using the term “ wealth ” 
simply when we desire to include a person’s industrial 
qualities. For this purpose it udll be best to use the more 
explicit phrase “material and personal wealth.” “Wealth” 
simply should always mean external ■wealth only. 

g 3. We have still to take account of those of a man’s goods 
which are common to him with his neighbours; and which there- 
fore it would be a needless trouble to mention when comparing 
his wealth -svith theirs. But these goods may be important 
for some purposes, and especially for comparisons between the 
economic conditions of distant places or distant times. 

The}' consist of the benefits which he derives from being a 
member of a certain State or community. They include civil 
and military security, and the right and opportunity to make 
use of public property and institutions of all kinds, such as 
roads and gaslight; and they include rights to justice or to 
a free education, (fee. The townsman and the countryman 
have each of them for nothing many advantages which the 
other either cannot get at all, or can get only at great expense. 
Other things being equal, one person has more real wealth in 
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its broadest sense than, another, if the place in vrliich the 
former lives has a better climate, better roads, better water, 
more wholesome drainage, and cheaper and better newspapers, 
and places of amusement and instruction. House-room, food 
and clothing, which would be insufficient in a cold climate may 
be abundant in a warm climate: on tho other hand, that 
warmth which lessens men’s physical needs, and makes them 
rich with but a slight pro\*ision of material wealth, makes 
them poor in the energy that procures wealth. 

Many of these things are col leetive goodj j i.e. goods which 
are not in private ownership. And this brings 
us to consider wealth from the Social, as opposed 
to the Individual point of view. 

The most obvious forms of such wealth are public material 
propert}' of all kinds, such as roads and canals, buildings and 
parks, gasworks and waterworks ; though unfortunately many, 
of them have been secured not by public savings, but by pnblic 
borrowings, and there is the heavy “negative” wealth of a 
large debt to be set against them. 

The Thames has added more to the wealth of England 
than all its canals, and perhaps even than all its railroads. 
And, though the Thames is a free gift of nature, except in 
so far as its navigation has been improved, while the canal is 
the work of man, we ought for many purposes to reckon 
the Thames a part of England’s wealth. Again, German 
economists delight to insist that the organization of a free 
and well-ordered State is an element of national wealth. 

National wealth includes the individual as well as the 
collective property of its members. And in estimating the 
individual wealth, we may save some 
trouble by omitting all debts and other obligations due to one 
member of a nation from another. Eor instance, so far as the 
English national debt and the bonds of an English railway 
are owned within the nation, we can adopt the simple plan of 
counting the railway itself os part of- the national wealth, and 
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neglecting Government, and . railway bonds altogether. But 
wo still have to deduct for those bonds, itc., issued by tlie 
English Government or 1)3' private Englishmen, and held by 
foreignei-s ; and to add for those foreign bonds, ttc., held by 
Englishmen. 

§ 4. The notion of Vahtc is intimatel}' connected with 
that of 'Wealth ; and a little ma}' be .said about 
it here. “Tlie word vahte" snys Adam Smith 
‘ has two different meanings, and sometimes expresses the 
utility,^ soine^ particular object and sometimes ..the power 
of p urchasi ng other goods .whiQh_the,posse^o_n..of that_objoct 
conve 3 ’s.'’ But experience has shown that it is not well to 
use the word in the former sense. 

Tlie Ya lue._that is the,, exchange - value,. of_Dne_thing-in 
terms of another at-any-place^'vnd-time,-is . the amount-of-that 
second. thing which can be^got there .ancL.thonJn.exchangeJor 
the first.„ Thus the term value is relative, and expresses the 
relation between two things at a particular place and time. 

Civilized countries generally adopt gold or silver or both 
as mone}'. Instead of expressing the values of lead and tin, 
and wood, and corn and other things in terms of one another, 
we express them in_terms of money in the first instance ; and 
call thej-alue .of each„.tliing thus expressed its ^nu'ce. If we 
know that a ton of lead will exchiinge for fifteen sovereigns 
at any place and time, ■while a ton of tin ■will e.xchange for 
ninety sovereigns, we say that their prices then and there are 
£15 and ^90 respectively, and we know that the value of a 
ton of tin in terms of lead is six tons then and there. 

The price of every thing rises and falls from time to 
time and place to place; and with every such change the 
purchasing power of money changes so far as that thing goes. 
If the purchasing power of money rises with regard to some 
things, and at the same time falls equally with regard to 
equally important things, its general purchasing power (or 
its power of purchasing things in geneml) has remained 
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stationaiy. This plirase conceals some diiiieulties, which we 
must study later on. But meanwhile we may take it in its 
popular., sense, which is sufficiently clear; and we may 
throughout this volume neglect possible changes in the general 
purchasing power of money. Thus the price of anything will 
be taken as representative of its exchange value relatively to 
things in general, or in other words as representative of its 
general purchasing power. 
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CHAPTER III. 

PRODUCTION. CONSUMPTION. LA.BOUR. NECESSARIES. 

§ 1. Man cannot, ereatfi jnatgjliaJ things. In the mental 
and moral world indeed he may produce new Man can pro- 
ideas; but when lie is_said. to producajmatejdal dnce oniy 
things^e-i’ealLy.-only_producesaisefuLrfisulis,or 
", utilities ” ; or, in other words, his efforts and sacrifices result 
in changing the form or arrangement of matter to adapt 
it better for the satisfaction of wants. All that he can do 
in the physical world is either to re-adjust matter so as to 
make it more useful, as when he makes a log of wood into 
a table ; or to put it in the way of being made more useful 
by nature, as when he puts seed where the forces of nature 
will make it burst out into life. 

It is sometimes said that traders do not produce : that 
while the cabinet-maker produces furniture, the furniture- 
dealer merely sells what is already produced. But there is no 
.scientific foundation for this distinction. They both produce 
utilities, and neither of them can do more : the furniture- 
dea ler mo ves^ancLre-arjanges. matter. ^o,.as Jp jnake-it.mo^e 
serviceable than it-was-beforej-and-the-carpenter does, nothing 
more. The sailor or the railway-man who carries coal above 
ground produces a further utility, just as much as the miner 
who carries it underground ; the dealer in fish helps to move 
on fish from where it is of comparatively little use to where 
it is of greater use, and the fisherman does no more. It is 
true that tiiere are often more traders than are necessary to 
do the Avork; and Avhenever that is the case, there is waste. 
But there is also Avaste if there are two men to a plough 
Avhich can be well worked by one man : in hoth-cases-all 
those who are at Avork xirfi productive.; Jthougl) .tliej mjy^ 
produce_but. little. 
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Consitm2^(ion-‘^ir\ny, .bo regarded _ a.s . negative production. 

can con Just.as-iuan.can .produce only “utilities,” so he 
sumeoniy can Consume Jiotliiiig more. He can produce ser- 
utiiities. vices and other immaterial products, and he can 

consume them. But as his production of material products is 
really notliing more than a rearrangement of matter which 
gives it new utilities; so his consumption of them is nothing 
more than a disarrangement of matter, which lessens or 
destroys its utilities. Often indeed when lie is said to con- 
sume things, ho does nothing more than to hold them for his 
use, while, as Senior says, they “are destroyed by those 
numerous gradual agents which we call collectively time” 
As the “iiroducer” of wheat is he who puts .seed where Nature 
will make it grow, so the “consumer” of pictures, of curtains 
and even of a house or a jmcht does little to wear them out 
himself ; but he holds them and uses them while time wastes, 
them. 

§ 2. All labour is directed towards producing some effect. 

For though some exertions are taken merely for 
laboufif L their own sake, .as.wherLa.game4s-played for-amuse- 
some sense rneut, thcA' are not counted as labour. Jevons 

productive. 

well defined hibonr as any e.Kertion of miiicl,. 
or body undergone .partly _or,. wholly with a view to some 
good .other . than„JJje,.pleasure derived directly., from, tlie 
work. If we had to' make a fresh start it would be best 
to regard all labour as productive except that which failed 
to promote the aim towards which it was directed, and so 
produced no utilitj'. And, on the whole, “Productive” when 
used by itself as a technical term leads to more trouble than 
it is worth. “ Pi-oductive of ” really means “ that which 
produces ” ; and the only safe course is to finish the phrase, 
and say straight out Avhat it is that is produced. For instance 
we may .speak of labour .as. prorftmiiVe.q/! material jwcalih, -of 
necessarjes, etc. 

§ 3. This brings us to consider the term Necessaries. 
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It is common to divide wealth into JKocessarics, Comforts 
and Luxuries ; the first class including all things required to 
meet wants which w»ist..he .satisfied, while the latter consist 
of things that_mc.et jvv_ants_of_a less _urgcnt character. But 
here again there is a troublesome ambiguity. When we say 
that a want must be satisfied, what are the consequences 
which we have in view if it is not satisfied 1 Do they include 
death 1 Or do they extend only to the loss of strength and 
vigour 1 In other words, are Necessaries the things which arc 
necessary for life, or those which are necc.ssary for elficiency? 

The older use of the term Necessaries was limited to those 
things wJiicii were sufficient to enable the labour- 
ers, taken one with another, to support them- for existence, 
pelves and their families. But we now recognise 
that a distinction must be made between the 
•nece-ssaries .for. cllicicucy..and.-the necessaries for, existence j 
and that there is for each rank of industry, at any time and 
place, a more or less clearly defined income which is necessary 
for merely sustaining its members; while there is another 
and larger income which is necessary for keeping it in full 
eificienc}*. 

Tlius in the South of England population lias increased 
during the present century at a fair rate, allowance being 
made for migration. But the efficiency of labour, which in 
earlier tinie.s was as high as that in the North of England, 
has sunk relatively to the North; so that the iow-waged 
labour of tlie South is often dearer than the more highly paid 
labour of the North. This indicates that the labourers in 
the South have had the bare necessaries for existence and 
the increase of numbers, but they have not had the necessaries 
for efficiency. 

It ma}' he true that the wages of any industrial class 
might have sufficed to maintain a higher efficiency, if they 
had been spent with perfect wisdom. But every estimate of 
necessaries must he relative to a given place and time; and 
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unless there bo a special interpretation clause to the contraty, 
it may be assumed that the wages •will be spent with just 
that amount of wisdom, forethought, and unselfishness, irliich 
prevails in fact among the industrial class under discussion. 
With this understanding we may say that the income of any 
class in *<he ranks of industry is below its necessary level, 
when any increase in their income would in the course of 
time pi*oducc a more than proportionate increase in their 
efiiciency. Consumption may be economized by a change of 
liabits ; but any stinting of necessaries is wasteful. 

\ '' Tlic necessaries for the efficiency of an ordinary agricul- 
tural or of an unskilled town lalmurer and his family, in 
England in this generation, may be said to consist of a well- 
drained dwelling with several rooms, warm clothing, vrith 
some changes of under-clothing, pure water, a plentiful supply 
of cereal food, with a moderate allowance of meat and milk, and 
a little tea, <kc., some education and some recreation, and lastly, 
sufficient freedom for his wife from other work to enable her 
to perform properly her maternal and her household duties. 
If in any district unskilled labour is deprived of any of these 
things, its efficiency uill suficr in tlie same way as that of a 
horee that is not properly tended, or a steam-engine that has 
an inadequate supply of coals. All consumption up to this 
limit is strictly productive consumption : any stinting of this 
consumption is not economical, but wasteful. 

In addition, perhaps, some consumption of alcohol and 
Conventional tobacco, and some indulgence in fashionable dress 
necessaries. ore in many places so habitual, that they may be 
said to \iQ .conventionally jnecessary, since in order to obtain 
them, the average man and' woman will sacrifice some things 
which are necessaiy for efficiency. Their wages are therefore 
less than are practically necessary for efficiency, unless they 
provide not only for what is strictly necessary consumption, 
but include also a certain amount of conventional necessaries. 
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CAPIT.VL. INCOME. 

g 1. It is customary to divide the stock of goods -svhich 
constitutes we.alth into that w’hich is and that which is not 
capital. But tlie purposes for which the division is wanted are 
many and various ; and in consequence the tenn Capital has 
many uses both in the language of the market-place and 
in the ’writings of economists. Li fact there is no other 
part of economics in which the temptation is so strong to 
invent a completely new set of terms. But this would throw 
the science out of touch with real life. We must therefore 
take the ordinary usages of the term as the foundation of our 
account; and add such explanations, as are required to give 
to our use of the term some measure of clearness and precision. 

Adam Smith said that a persr>nLs-c.a.pi tal-.is nf 

I m sto chJromjvlnch.hej:xpecls lodtrivijin income ; Capital 

and in fact each use of the term capital has cor- y-eids 
responded more or less closely to one of the uses 
of the term Income; and there is an advantage in studying 
the two terms Capital and Income together. 

In a primitive community no distinction is made between 
capital and other forms of wealth : each family is income in 
nearly self-sufficing, and provides most of its own its broad 
food and clothing and even household furniture. 

Only a very small part of the income, or comings in, of the 
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family are ii» the form of money; when one thinks of their 
income at all, one reckons in the iKmcfits which they get from 
their cooking utcn.sil.s just as much ns tliose wliicli they get 
from their plough : one draws no distinction between their 
capital and the rest of their accumulated stock, to which the 
cooking utcn.<:ils and plough .‘dike belong. 

But with the growing use of money in common life tlio n'otion 
of income has been more and more con/ined to 
comspmds^' lho.sc comings in which are in the form of money; 

income”*^' 

coals, gas, water, ^c., of some employees — take 
the place of things on ivhich most people spend n part of 
their mone 3 ’-incomc. 

In hnrmon}' Anth this meaning of Income, the language of 
the market-place commonly regmds n.man.’s. capital os that 
part of his wealth which he devotes to ncquiripg,an«income 
in the form of money ; or, more generally^ to -acquisition 
by means of trade. It may Ixs convenient sometimes to speak 
of this ns his Trade capital ; which may bo defined to consist 
of those things which a person uses in his trade, such ns the 
factory and the business plant of a manufacturer ; that is, his 
machinery, his raw material, any food, clothing, and house- 
room that he may hold for the use of his employees, and the 
goodwill of his business. And of course we must add to the 
things in his possession those to which ho has a right and 
from which he is drawing income : including loans which ho 
has made on mortgage or in other ways, and all the command 
over capital which he may hold in the form of shares of railway 
companies, &c., and again of money which he may keep with 
his banker. On the other hand debts owed by him must be 
deducted from his capital. This may be taken as the standard 
use of Capital for the pm-poscs of business life. 

§ 2. But a broader use is needed when we come to regard 
Social capital from the point of view, not of the indi- 

capitai. -x-idual, but of Society as a whole; or, in other 
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words, when wo seek for n definition of cnpitnl in gcucrnl, or 
SscinJ Gnpila{. 

Tnc chief difierence relates to land, and other free gifts 
of nniuro. The balance of usage and convenience land is 
is in favour of reckoning rights to land ns part of 
individual capital. But when regarding csipital from the social , 
point of view it is liest to put under 8cp:imtc heads those of ' 
the nsition’s resources which were made by man, and those 
whicli were not; and to separate the capital which is the 
result of labour and saving from those things which nature 
has gia*en freely. 

This plan is well adapted for the main purposes of the 
economist. For indeed his chief concern with capital in 
general, or social capital, is when ho is considering the way 
in which the three agents of production, land (t.c. natural 
agents), labour and capital, contribute to producing the national 
income (or the Xational Dividend, as it will be called later 
on) ; and the waj* in which this is distributed among the three 
agents. 

This fact points farther to the convenience of keeping up 
a close relation between our uses of the terms Capital and 
Income from the point of view of society as we did from that 
of the individual. But of course income is now to be treated 
more broadly and not strictly limited to that which takes the 
form of money. Alljtr.ealthJs.designcd yiold-what in pure 
theory niay.be called.nnj[n:pc>me of beuofit_oc.gain ui'Some 
fomajacjoiher ; and the language of the market-place, while 
refusing to admit so broad a use of the term Income as that, 
commonly indudes a certain number of forms of income, other 
than money income. 

This use is exemplified in the rules of the income-tax 
commissioners, who count in everything which is commonly 
treated in a business fashion ; even though it may happen, 
like a dwelling-house inhabited by its owner, to yield its 
income of comfort directly. That is done partly b^use of 
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the practicnl importance of liouac-room, and partly because 
the real income from it can easily be separated ofT and esti- 
mated. 

In the present treatise therefore, capitol Jn general, f.c. 
capital regarded from the social point of vieu’, u'ill be tiiken 
to consist of those kinds of wealth, other than the free^gifts 
of nature, which j-icld income that is generally rcckoned..as 
such in -.common discourse : together, with .simihir- things in 
public, ownership, such ns government factories. 

Thus it will include all things held for trade purposes, 
whether machinery, raw material or finished goods ; theatres 
and hotels, home farms and houses: but not furniture or 
clothes owned by those who use them. For the former are, 
and the latter are not commonly regarded by the world at 
large as yielding income. 

§ 3. It is troublesome to have to use the word Capital 
in two senses so different as those of the two 
preceding sections. But it cannot be helped. 
diiTerent The usc of the word to mean Trade-capital is well 

c^^hai. adapted for many purposes of economic inquiry, 
os well as for the practical needs of business. 
And it is so firmly established in the market-place that there 
would be no wisdom in an attempt to dislodge it. 

But the second use of the word to mean “Social capital” is 
equally necessary in its place. That use, or one differing from 
it only in small matters of detail, has been the chief use of 
the term in their most imjmrtant discussions by the economists 
of all countries from the dawnings of economic science till 
now. And it is very often used by business men and states- 
men in broad discussions of public well-being; so it also is 
indispensable. 

In ordinary convei-sation people are apt to pass from one 
use of the word to the other, without noticing the change. 
This causes confusion, which can sometimes bo set right at 
once, by someone's bfeakjng in and asking “are you spcakii^ 
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of cnpitAl in n biuidor scnso tlmn bcforp,” cr "in n narrower 
sense” fis the ease may be. Bufc the economist cannot nlTord 
to run the risk of confusions of this kind. IIo must nlwaj’s 
make quite sure that iic knou'S wluit he means hitnscif ; and 
ho must not trust to someone’s interrupting liim and asking 
him to explain himself. And this makes it seem as though he 
were introducing now difliculties that are not met with in 
common conversation. But that is not the case. He docs not 
make now difficulties. He merely brings into prominence some 
that are latent in every day discourse. Tlie trouble of examin- 
ing them in a good light is worth what it costs ; for it saves 
constant confusion of thought 

Finally it should lie remarked that though there is no 
perfectly clear and consistent tradition as to the rerlinl defini- 
tion of capital • there is a clear tradition that we should use 
the term Wealth in preference to Capital when our attention 
is directed to the relations in which the stock of useful things 
stands to general well-being, to methods of consumption, and 
to pleasures of possession : and that wo should nso the tenn 
Capital when our attention is directed to those attributes of 
productiveness. an.d prosp^c tiy eneas. which attach to all the 
stored-up fruits of human effort, hut are more prominent in 
some than in others. ^Ze-shouM-speak-of-Gopital-when con- 
sidering- things os age.nts.of..production ; and we should speak 
of. Wealth when considering them.ns xesults of production, ns 
subjects of consumption and os yielding pleasures of possession. 

Thus the chief demand for capital arises from its pro- 
ductiveness, from the services which it renders, for instance, 
in enabling wool to he spun and woven more easily than by 
the unaided hand, or in causing water to flow freely wherever 
it is wanted instead of being carried laboriously in pails; 
(though tliero are other uses of capital, as for instance when 
it is lent to a spendthrift, which cannot eostily be brought 
under this head). On the other hand the supply of capital 
is controlled by the foot that in order to accumulate it, -men 

4 
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must act pro-spectivel}' : they must “-wait’' and “save,” they 
must sacrifice the present to the future.- And these two 
aitribulcs liavo much in common. For, as we saw iu the 
last chapter, it is usual to speak of labour as employed 
productively when it provides for wants of the future rather 
than the present. 

§ 4. Capital lias been classed .as .C 07 tsu 7 »p/? 07 i capital, and 
avanliary or imtrunicmal capital. It seems necessary to retain 
this distinction because it is often used. But it is not a good 
one : no clear line of division can be drawn between the two 
classes. The general notion of the distinction which the terms 
are designed to suggest, can however lie gathered from the 
following approximate definitions. 

Consumption capital consists of goods in a form to -satisfy 
Consumption ‘W'ants directly j that is, goods which afford a dircc^ 
capital. sustenance to the workers, such as food, clothes; 
house-room, &c. 

Auxiliary, or wsinmenitil, capital .is .so. called because 
Auxiiiaiy it (Consists of all the goods that. aid. labour in 
capital. production. Underbids bead come tools, machines, 
factories, railways, docks, ships, &c. j and raw materials of all 
kinds. 

But of course a man’s clothes assist him in his work and 
are instrumental in keeping him warm; and he derives a 
direct benefit from the shelter of bis factory as he does from 
the shelter of his house. 

I7e.\t we may follow Mill in distinguishing cireuJating 
CircuiaUne Capital “ which fulfils tiie whole of its office in 

and fixed tlie production in which it is engaged, by a 

capital. single use,” ixom fixed capital "which exists in ai * 

durable shape and the return to 'which is spread over a period/ 
of corresponding duration.” 

§ 6. To return to Incoiua If a person is engaged in 
business, he is sure to have to incur certain outgoings for raw 
material, the hire of labour, &c. And, in that case, his true 
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nr y*:/ Jneome u found by deducting from bis gross income the 
(lutgnings that belong to its prodnctimi. Net income. 

Now- anything llmt a person dof«, for which ho is paid 
f1i«*ctly or indin'clly in money, helps to swell his monoy 
income; while no sen-ices that he performs for himself are 
reckoned ns adding to bis. nominal income. Thus n woman 
who makes her own clothes, or a man who digs in his own 
Csmlcn or repairs his own house, is earning income just 
as would the dressmaker, gardener or carpenter who might 
be hired to do the work. 

It would bo a great convenience if there were two words 
available: one to represent a persmi’s total income and an- 
other his money income, t.«. tliat pstrt of his total income 
wliich comes to him in the form of money. For scientific pur- 
poses it would be best that the word income when occurring 
alone should alw.ay8 mean total real income. But ns tliis plan 
is inconsistent with general usage wo must, w-henever there is 
any danger of misunderstanding, say distinctly whether the 
term is to he taken in its narrower or its broader use. 

In this connection wo may introduce a term of w-liich 
we shall have to inako frequent use hereafter. Ketadvan- 
Tlie need for it arises from the fact that every ‘“Be*, 
occupation involves other disadvantages besides tlio fatigue 
of the work required in it, and every occupation ofiers other 
advantages besides the receipt of iiioncj' wages. Tire true 
reward wliich au occupation oSbrs to labour has to bo calcu 
luted by deducting the money value of all its disadvantage! 
-from that of all its advantages; and we may describo ^is 
true reward asiha-.iVitf Adxtvaiagea of the oeeupation.- 

§ G. Tlie income derived from trealth has many forms. It 
includes all the various benefits which a person derives from 
the ownership of wealth whether he uses it as capital or 
not. Thus it includes the benefits which he gets from the 
use of Ins own piano, equally with those which a piano dealer 
would win 1^ letting out a piano on hire. And it includes, 
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ns a special case, the money income ^v}lic]l is deri\’ccl from 
capital This income is most casi!}* mca.snrcd ^vhen it takes 
Interest of the foiiii of a pa 3 *m(!nt made hj' a borrower for 
capital. usQ of n loan for, say, a year; it is then 

cxpi'cssed ns the ratio which that paj'ment bears to the loan, 
and is called I^texeiit. 

This is one of a group of notions, wliicli wc .shall need to 
stud^' carefully hereafter, but of vrhich provisional definitions 
may conveniently be introduced here. 

When a man is engaged in business, his jPi-q/ifs for the 
Prafita ycnr.arc the excess of liiB -receipts..£romJiisJbusi- 
ness during the ymr over. his outhi}’ for -his 
business ; the dificrcncc between the value of his stock and 
plant at the end and at the beginning of the year being taken 
ns part of his receipts or ns part of his outla}', .according ns 
there has been an increase or decrease of value. "What re- 
Eomingsof mains of his profits after deducting interest on 
Management, jjig capital at tlic Current rate may be called his 
JBaniinffs of undertaldng or management. 

The income derived from the ovrnership of land and other 
free gifts of nature is commonly ctilled 
and the term is sometimes stretched, so ns to 
include tlie income derived from houses and other things the 
supply of which is limited and cannot quicklj’ be increased. 

§ 7. Social -Income-may be estimated bjr adding together 
the incomes of the individuals in the society* in 
oc a income, whether a nation or any other larger 

or smaller group of persons* But to leckou it directly 
is for most puqioses simplest and Ijest. Everything that is 
produced in the course of a j'ear, every service rendered, every 
fresh utility brought about is a part of the national ihcoma 

Thus it includes the benefit derived from the advice of a 
physician, the pleasure got from heariiig a professional singer, 
and the enjo}nnent of all oihor services which one person may 
be lurod to perform for another. It includes the services 
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rendered nob only by the omnibus driver, liut also by the 
coaclimaii vlio drives a private carriage. It includes tlie 
.sendees of the domestic servant who makes or mends or 
cleans a carpet or a dress, as well as the results of the 
work of the upholsterer, the milliner, and the dj'er. 

AYe must however be careful not to count the same thing 
twice. If we have counted a carpet at its full value, we ha^•e 
already counted the values of the yarn and the labour that 
were used in making it ; and these must not be counted 
again'. 

^ Suppose however a Inndowuer with an animal income of £10,000 hires a 
private secretary at a salary of £500, who hires a servant at wages of £50, It 
may seem that if the incomes of all these three persons are counted in as part 
of the net income of the countiy, some of it will he counted twice over, and 
somo three times. But this is not the case. The landlord transfers to his 
secretary, in retnni for his assistance, part of the purclmsing power derived 
from tho prodneo of land; and the secretary again transfers part of this to his 
servant in return for his assistance. The farm produce the value of which 
goes ns rent to tho lamllord, the assistance avlncli the landlord derives from 
the work of the secretary, and that which tho secretary derives from the work 
of the serrnut are indeiiendcut parts of the real net income of the country; 
and therefore the £10,000 and the £500 and the £50 which are their money 
measures, innst nil ho counted in when wo are estimating the income of the 
country. Bnt if the landlord makes an allowance of £500 n year to his son, 
that must not he comiled as on independent income ; because no services are 
rendered for it, and it would not be assessed to the Income-tax. 
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C)2s WANTS AND THEIR SATISFACTION. 


CTDVPTER J. 

INTHODUCT015Y. 

lx Rook III. wo 01*0 to make a aliort jirovisioiial study of 
wants and ilicir satisfaction ; or, to express nearly tlio same 
thing in other wonls, of demand and consumption. 

This subject has been somewhat neglected by economists 
Scope of till recently; partly because science seemed to 
BookXii. jj^^ve littlo to say upon bcyontl what is tlie 
common properly of all sensible people who have had n 
large experience of life. But in recent years economics has 
boriwed niudi from the exact habits of tiiought and expres- 
sion of the older physical sciences; and, when these were 
applied to state clearly how the demand for a thing is to be 
measured, they wore found to open up at onco new aspects 
of the main problems of economics. The theory of demand is 
yet in its infancy; but wo can already see that it may be 
possible to collect and arrange statistics of consumption in 
such a way as to throw light on difficult questions of great 
importance to public well-being. 

And while the progress of the science is giving us a new 
power, the spirit of the age is giving us a new motive for this 
inquir}'. It is ui’ging us to pay over closer attention to the 
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question whether our inci'easing wcaltli may not .bo made to 
go furtlier than it does in promoting the general well-being ; 
and this again compels us to examine how far the exchange 
value of any element of wealth, whether in collective or indi- 
vidual use, represents accnratelj' the addition which it makes 
to happiness and well-being. 

We will begin this Book with a short study of the 
variety of human wants, considered in their relation to 
Imman efforts and activities. For the progressive nature of 
man is one whole. There is a special need to insist on this 
just now, bccaxise the reaction against the comparative neglect 
of the study of wants by the eaidier economists sliows signs 
of being carried to the opposite extreme. It is important still 
to assert the great truth on which they dwelt somewhat too 
exclusively ; A’iz. tl)at while wants are the rulers of life among 
the lower animals, it is to changes in the forms of efforts and 
acti\'ities that we must turn when in search for the keynotes 
of the history of mankind. 



CHAPTER II. 


WANTS IN RELATION TO ACTIVITIES, 

§ 1. HiiitAJJ' ^vAnts-an<i -desires- are couatless in -number 
and very .various -in kind. The uncivilized man indeed has 
not manj' more needs than the brute animal ; but 
^ogrLsive eveiy step in his progress upwards increases the 
variety of them together with the variety in his 
method of satisfying them. Thus though the brute and the 
savage alike have their preferences for choice morsels, neither 
of them cares much for change for its own sake. As, however, 
man rises in civilization, as his mind becomes developed, and 
even his animal passions begin to associate themselves with 
mental activities, his wants become rapidly more subtle and 
more various; and in the minor details of life he begins to 
desire change for the sake of change, long before he has con- 
sciously escaped from the yoke of custom. The first great 
step in this direction comes with the art of making a fire : 
gradually lie gets to accustom himself to many different kinds 
of food and drink cooked in many different ways : and before 
long, monotony begins -to become.irksome to him ; and lie finds 
it a great hardship when accident compels him to live for 
a long time exclusively on one or two kinds of food. 

As a man’.s riches increase his-food-and- drink-.become 
more various . and costly ; but his appetite is 
Desire for limited by nature, and when his expenditure on 
food is extravagant it is more often to gratify the 
desires of hospitality and display than to indulge his own 
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But, as Senior says ; — “ Strong as is the desire for a ariety, 
it is weak compared with the desire for distinc- , . . 

. 1.,./. .1 . . for distinction; 

tion: a< feeling -winch it we consider its umver- 
sality and -its constancy, that it affects all men and at all 
times, that it comes with us from the cradle and never leaves 
us till we go into the grave, may be pronounced to be the most 
powerful of human passions.” This great half-trutli is well 
illustrated by a comparison of the desire for choice and \'arious 
food with that for choice and vax-ious dress. 

§ 2. That— need-for-dres»-wliich-is -the- result“of -natural 
causes -varies- with-the-climate-and the-season" of 
year, .and a -little -with- the-nature of a person’s 
occupations. But in -di'ess— conventional-wants 
overshadow those- which -are-natural. For instance in England 
now a well-to-do labourer is expected to appear on Sunday in 
a black coat and, in some places, in a silk hat ; though these 
would have subjected him to ridicule but a short time ago; 
and in all the lower ranks of life there is a constant increase 
both ixi that variety and expensiveness which custom requires 
as a minimum, and in that which it tolerates as a maximum ; 
and llie efforts to obtain distinction by dress are extending 
themselve.s throughout the lower grades of English Society. 

But in the upper grades, though the dress of women is 
still various and costly, that of men is simple and inexpensive 
as compared with Avhat it Avas in Eui-ope not long ago, and is 
to-day in the East. For those men Avho are most truly dis- 
tinguished on their oAvn account, haA’e a natural dislike to 
seem to claim attention bj' their dress; and they have sot 
tlie fashion’. 

J A -wotnau may display wealth, hut she may not display only her wealth, 
l)y lier dress; or else she defeats her ends. She must also suggest some dis- 
tinction of character as well as of wealth: for though her dress may owe more 
to her dressmaker than to herself, yet tliere is a traditional assumption that, 
l)cing less hnsy than man Avilh external affairs, she can giA-e more time to 
taking tliought as to her dress. Ea-cu nnder the .sAv-ay of modem fashiniis, to 
be “avoII dressed” — not “cxpeusiA-ely dressed” — is a reasonable minor aim 
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§ 3. Housc-rouui satisfies ilio imperative need for shelter 
House-Toom wcatlier: hut that need plays veiy- little 

part in the effective demand for house-room. For 
though a small but 'n'ell-built cabin gives excdlent shelter, its 
stifling atmosphere, its necessarj* uncleanliness, and its want of 
the decencies and the quiet of life are great evils. It is not so 
much that they cause physical discomfort as that they lend to 
stunt the faculties, and limit people's higher actmties. With 
every increase in these acth-ities the demand for larger house- 
room becomes more urgent*. 

And therefore relatively lai^o and well appointed house- 
raom is, even in the lowest social ranks, at once a “necc.s.sary 
for efficiency®,” and the most convenient and obvious vray of* 
advancing a material claim to social distinction. And even 
in those grades in which everyone has house-room sufficient for 
the higher nctinties of himself and his family, a yet further 
and almost unlimited increase is desired as a requisite for the 
exercise of many of the higher social activities. 

§ 4. It is again the desire for the exercise and develop^ 
Wants which activities, spreading through every rank 

develop activi- of Society, which leads not only to Uie pursuit o^ 

* science, literature and ait for their own sak^ buh 
to the rapidly increasing demand for the 'work of those who 
pursue them os professions. This is one of the most markegi 
characteristics of our age ; and the same may be said of the 
growing desire for those amusements, such as atliletic games 

for thoso trbo desiro to be distiugaisbed for tbeir facilities and abilities; and 
this Trill be bUD more the case if the evil dominion of the Tvanton TTigarlcs of 
fashion dionld pass RTray. For to arrange costumes bcantifnl in themselves, 
vanoTis and Trell-adaptod to their pnrposos is an object Trorthy of high en- 
deavour; it belongs to the some class, though not to the same rank in that 
dabS, as the iiainting of n good picture. 

1 It is true Uiat many active minded ivoiking men prefer cramped lodgings 
in a toTvn to a roomy cottage in the countiy; but that is because tliey have a 
strong taste for those activities for which a country life offers little scope. 

3 Sec above Book II. ch. ni. $ 8. 
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nnci trAVcIlin};, vrhich develop nctmiicis rather than indulge 
liny Honsuous craving*. 

For indeed the dc.<«ire for excellence for its own sake, is 
almost ns wide in its range .as the lower dc-siro Desire for 
for distinction. As that graduates down from -““lienee, 
the ambition of those who may hope that their names will 
be in men’s mouths in distant lands and in distant time.s, to 
the hope of the country lass that the new riblmn she puts on 
fi»r Easter may not pass unnoticed by her neighlxiurs; so the 
desire for excellence for its own sake graduates down from 
that of a Xcwtoii, or a Stradixoirius, to tlint of the iishcrmanj 
who, even when no one is looking and he is not in a hurry,, 
delights in handling his craft well, and in tho fact that she 
is well built and responds promptly to his guidance. Desires 
of this kind exert a gre.at influence on the Supply of tho 
highe<.t faculties and the gre.atest inventions; and they are 
not nnimportant on the side of Demand. For a latgc part of 
the demand for the most highly skilled professional services 
and the best work of tho mechanical artisan, arises from the 
delight that people have in the training of their own fiiculties, 
and in exorcising them hy aid of the most delicately ad- 
justed and responsive implements. 

flpeaking broadly therefore, although iluis-jiian’s-^'ants 
in .the earliest stages of. liis dcvciopmont-tliat Rein,jo„of 
give rise to biauactuaties, yet ofiiccnamls'-eadi Wanuto 
new. step upwards is.Jo.be jugarded mthet:.ais *'**’'•*•“■ 
tlio development of jmw_activitics. giving .nse.to.nu\'.Jcants, 
than tliatof ncw-waats.giving4aso.io Jiow. 4 iotivities. 

We see this clearly if we look away from healthy con- 
ditions of life, where new activities ore constantly being 
developed, .and watch the West Indian negro using his new 

* As a minor point it nay be noticed Uiat Uiose drinks wliidi sUmnlate the 
mental activities are larRely displacing those wliidi merely gratify tho oenses. 
The consmnption of tea is increasing voiy fast while that of alcohol is station. 
oiy : and there Is in all ranka of sociofy a dimfaiiidiing demand for the grosser 
and more immediately stnpo^jring forms of alcdiol. 
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freedom {iiid wealth not to get the means of satisfying new 
wants, but in idle stagnation tliat is not rest ; or again look 
at that rapidly lessening part of the English working classes, 
who have no ambition and no pride or delight in the growth 
of their faculties and activities, and spend on drink whatever 
surplus their wages afibrd over the bare necessaries of a 
squalid life. 



CHAPTER III. 


GIUDATIOXS OK COXSUMEHS’ DKMAXD. 

§ 1. "Wliiaf n trader or a manufacturer liuya anytliing to 
bi us«I in production, or be sold n^in, his consume™’ 
demand is Ititsed on his anticiimtions of the demand 
profits w'liich he can derive from it. T]ic.so 
profits depend at any time on speculative risks 
and on other causes, ‘n'hich will need to be considered later 
on. But in the long run the price which a tnuler or 
manufacturer can alTord to pay for a thing depends on the 
prices which consumers will pay for it, or for the things 
made by aid of it Tha pltimatc regulator- of .all ilemand 
x&jLLnrefuce.ccinsuxneEsLdcmand. And it is with that almost 
exclusively that wo shall bo concerned in the present Book. 

Utility is taken to Im correlative to Desire or Want ; and 
wc have just seen that each several want is limited, and 
that with eveiy increase in the' amount of a xheJawof 
thing which a man has, the eagerness of his estiable 
desiro to obtain more diminishes; until it yidds 
place to the desire for some other thing, of v*****/* 
which perhaps he hardly thought so long os his more urgent 
.wants were still unsatisfied. Everyone says now and then to 
himself — I have had so much of this that I do not care to 
hay any more. If it were cheaper I might buy a little more ; 
but I do not care enough for it to buy more at a price os high 
.as is charged for it. In other, words, the o dditio nul hanuTit. 
which a person .derives-from -a.giYen iimreasrinf liiu jifamlr pf 
an 3 *tliing, diminishes . with -the growth of .the stock that ho 
already has. This statement of a fundamental tendency of 
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human, nature n>ay be called tiie law of satiahh wants or of 
diminishing viilitg. 

Suppose, for instance, that tea of a certain quality is to Ixs 
had at 2«. per lb. A person might be grilling to giro 10s. 
for a single pound once a year rather than go without it 
altogether; while if he could have any amount of it for 
nothing he would perhaps not care to use more than 
30 lbs. in the year. But os it is, he buys perliaps 10 lbs. 
in the year; that is to say, the difference between the 
satisfaction which he gets from buying 9 lbs. and 10 lbs. is 
enough for him to be willing to pay 2s. for it : while the fact 
that he does not buy an eleventh pound, shows that he does 
not think that it would be worth an extra 2s. to him. 

Such facts as these come within the daily experience of 
eveiybody. Tliey illustrate the rule that the total-atlili^ oL 
a tldng. to .any .one (that is, the total satisfaction 
® or benefit it jdelds him) generally-increases .with 

every increase in-his .^toc^ of it;. but. yet does not increase 
os fast asiiis stock increases. If a number of equal additions 
be made to bis stock, one after another, the additional benefit 
wliich he derives from any one will be less than horn the 
previous one. In other words, if his stock of it increases, at 
a iiniform rate, the benefit which he derives.ibom it increases 
at <a diminishing rate. 

To return to our purchaser of tea. The market price of 
2s. a pound measures the utilily to him of the tea wliich 
lies at the margin, or terminus or end of his purchases; 'ond 
this introduces us to one of those few technical terms which 
arc indispensable ; because the notions which they express are 
ever recurring in tlie business of life ; while yet there are no 
words in ordinary use whidr represent them well. 

"We may call that part of the commodity which a. 4 )erson 
MaiBinai .is^only jus,t_induced..to_purchase.his marginal 
purchase. purcJuise ; because he is on the margin of doubt 
whether it is worth his wliile to incur the outlay re.quired 
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to obtain it. And tbo utility o£ his marginal purehaso may 
lie called the tnarginaL-iumt^ of the commodity Maisinal 
to him. Or, if instead of buying it, ho makes “tiuty* 
tlic thing himself then its marginal utility is the utility of 
that part trliich he thinks it only just vrortli his u-liile to 
make. If the price which a purchaser of tea is just willing to 
pay for any pound bo called his demand price, Manrtnai 
then 2e. is his matyituil-demand-^xiee. And «Jem«nd price, 
our law may be worded: — 

Tiic larger ibe ntnount of -a thing, that, o-pcison. has, Jhe 
less .will,, ether-things beinff-eqaal, be the pcLcc which he. will 
piy &tLa JitUe juorcjoLit : or, in other vrords, l>lieJcss.ydlLbe, 
Ilia- iiiac^aL demand. fAt it. Tlic condition “other things 
lieing equal " must not bo allow’ed to drop out of sight If, 
for instance, his income wore suddenly increased, he urould be 
likely to buy more of a thing, e\*cn though he hod a good 
stock of it alreodj*. 

§ 2. ^ext we have to take account of the fact that, 
as people say, “ a shilling i? worth much more to 
a poor man than to a rich one." We have utility of 
already* noticed, for instance, that a clerk with 
jElOO n-year will walk to his business in a much heavier rain 
than the clerk with £300 Oryear; for a threepenny omnibus 
fare measures a greater benefit, or utility to tlio poorer man 
than to the richer. Jf the poorer man ^enda 4hc.ro.ojaey, 
he will sufiTer. ^ntwe. from the want of~.it afterwards. than 
the jicher.'n’ould. The benefit that is measured in the poorer 
man’s mind by threepence, is greater than that measured I> 3 ' 
it in the richer man’s mind. If the richer man rides a 
hundred times in the year and the poorer man twenty times, 
then the benefit of the hundredth ride which the richer man 
is only just induced to take is measured to him by threepeuce ; 
and the benefit of the twentieth ride which the poorer man 
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is only just induced to take is measured to liiiii by tlircepenco. 
Tor each of them the marginal benefit or utility is measured 
by threepence ; but it is greater in the case of the poorer man 
than in that of the richer. 

So when tea, sold at 2s. a pound, is drunk bj' difierent 
people some of whom are richer than others, then 2s. a pound 
will measure the utility, or benefit, to each one of them of the 
tea that lies at the margin or terminus or end of his or her 
purchases. But while one udll drink twenty pounds a year, 
another will make shift with six; and the benefit of the 
marginal purchase ■wall be much greater to the latter than to 
the former. If the price of tliis kind of tea fell to Is. 8d., a 
poor person who was enabled to buy an extra seventh pound 
of it, would derive more benefit from the change than a richer 
one would from adding another pound, or perhaps even another 
two or three pounds to his or her already large consumption. 
Thus we may say generally that eveiy increase in a pei'son’s 
resources increases the price which he is willing to pay for 
any given benefit. And in the same way every diminution of 
his resources diminishes the price that he is willing to pay for 
any benefit. 

To obtain complete knowledge of a person’s demand for 

. , anj’thing, we should have to ascertain how much 

A person s j 

Demand for of it he would be willing to purchase at each of 
anything. 2 >i’ices at which it is likely to bo offered. 

Thus for instance we may find that he would buy 

6 lbs. at 50d. per lb. 10 lbs. at 24d. per lb. 

7 „ 40 „ 11 „ 21 „ 

8 „ 33 12 „ 19 „ 

9 „ 2S „ 13 „ 17 „ 

If corresponding prices were filled in for all intermediate 
.amounts we should liave an exact statement of liis demand, 
and the complete list may be called his demand schedule^. 

^ We iiiny lierc introduce the first of n series of siiii2>le dingi'ams designed to 
illustrate economic theory. Those who wish viaij omit the whole senes ; for the 
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§ Ti. When w« wiy fliat a pfTson s fipiiinncl for iinyOiin" • 
incn>a«!fi!, wi« moan flint lio will liny more of it tlinii liai 
wonirl hoforc nt flic Fame jiriro. and tiint ho wilt buy ns nnich' 
of if ns lioforo nf a liiglior [iriro. 

That is fo wiy, a gonora! inoroa^o in his demand is an 
increase throiiglionl file whole list of jiriees nt jnereasemn 
svhieli he is willing t»i piirolmM* iliflerent aiiioimf s peraonN 
tif it ; and not merely that he is willing to buy * 

more of it at the eiirreiit price’. 


nn»min|! in tlic fi'sl 1* Alvnvn eoiniikto in it«i>U aiul dors not drpmd on 
tlrin. flo tint rs]in-<-s faiiiilinr facts in a nrer IniiRiMRc n iiicli is terse niid 
and a Ul l<r finitid licliifnl tijr tliosr rraitcrs ttrlio arr inrlinrd towards it, 
itach a drniaiid sclnslnir may lir tronslaliMl, on n pbm now rnmini: into 
faniiliar ii'-c. into a ctirvr that may bo called Ids rfrmamf ciirrr. Let Or and 
<• > K' drrsm the one horirnntnny, the otlior vertically. Tift nn ineli nira'nrrd 
nlon;; o.* rriir>-rrnt 10 Ik of tea. nud an tnrh luvosurcd nlimi; Og n'piGacnt 
40 f. 


Tmtlifc ef 
nn inch. 
Tnhe f»- |«»C, 


0M4«i* 

Ojb ,«10 

091«=-11 

O-v.islS 


Fortirtlis of 

nil iiieli. 
dmic vi|;>|B.'iO 

„ nispjsjn 
•• Wjpa*>!tt 
>t i«4r««»2S 

w,;i3-ai 

rir;'r=W 

., iiirprelT 



ri| hem^ on Or nnd in,/i| liciii); drawn vcrtieaUy from mi; nnd so lor the 
ollim. Then j>i7^ . . . .;ig arc points on Ids Demand Cnrvp for ten ; or ns wo 
may say DinrAss Foists. If wo coold find demand points in tbo same mimncr 
for every poswhlc ipiantity of tea wo nhonld get tbo wbolo continnons corre 
/>// as Ebown in tbe figorc. 

t Geumctxicnlly it is represouted ly ndsiag bis demand enrre, or, wbat 
comes to tbo suae thing, moving it to tbo right, with perhaps sonio modifien* 
tion of its shape; or in other worda by rnising bis demand s^cdnle. 

For some disen<sion of tbo uses d the term Demand by MiU ond Coimes, 
see Prineiplrt HL ui. 4. 
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as it ^vas to Inmj because part of his business connection 
depended on personal trust in him; and that was non- 
transferable. 

Those goods are /rce, which are not appropriated and are 
allbrded by Nature without requiring the-effort .of man. The 
land in its original state was a free gift of natui’e. But in 
settled countries it is not a free good from the point of view 
of the individual. Wood is still free in some Brazilian forests : 
the lisli of the sea are free generally : but some sea fisheries 
are jealously guarded for the exclusive use of members of a 
certain nation, and may be classed as national property. 
Oyster beds that have been planted by man are not free in 
any sense. Those that have grown naturally are free in every 
sense if they are not appropriated ; if they are private property, 
they are still free gifts from the point of view of the nation ; 
but, since the nation has allowed its rights in them to become 
vested in indmduals, they are not free from the point of view 
of the individual ; and the same is true of private rights of 
fishing in rivers. The wheat grown on free land and the fish 
caught in free fisheries are not free: for they have been 
acquired by labour. 

§ 2. When a man’s wealth is spoken of simpl)’^, and with- 

Weaith interpretation clause in the context, it is 

to be taken to consist of two classes of goods. 

In the first class are those material goods to which he has 
(Ijy lav; or custom) private rights of property. These include 
not only such things as land and houses, furniture and 
machinery, and other material things which may be in his single 
private ownership ; but also any shares in public companies, 
bonds, mortgages and other obligations which he may hold 
requiring others to pay money to him. On the other hand, 
the debts which .lie,owe3 to.qthers may be. regarded as negative 
wealth ; and they must be subtracted from his total posses- 
sions before his true Net wealth can be found. It is perhaps 
hardly necessary to say that services and other goods, which 
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There is Ihen one gcncml Lair of Demnurl : — ^Tlio greater 
the amount to tie sold, the smaller must he the i,awofDe> 
price at which it is offered in order that it niaj- »nnnd. 
find purchasers ; or, in otiicr words, the amount demanded hi 
creases,with a fall jn_pricc,jind diQuiuslics.witlui.riso in price. 

There -wilLnolJx! auy_unifQnnJX!latiouJH>tween tliniidLin 
priofijuMl tlieiacroase of domaud. A fall of one-tenth in the 
price may incivase the sales by a twentieth or by a quarter, 
or it may double them. But as the numbers in the left- 
liand column of the demand schedule increase, those in the 
right-liand column will nlwn}*s diminisii. 

Tlie price will mcn.surc the maiginal utility of the com- 
modity to each purchaser individnalli/i we cannot speak of 
price as measuring marginal utility in gnicraJ, hccanso the 
wants and circumstances of different people are different. 

§ .*!. The demand prices in our list arc those at srhicli 
various quantities of a thing can be sold in a 
market during a given time and under given a rival 
nuiditions. If the conditions vaiy in any respect 
the prices will probably require to be changed; and this 
liius constant!}’ to be done when the desire for anything is 
materially altered by a variation of custom, or by a cheapening 

inoaMirnl nlonp Or iiav represents ten million iwnnils instcnil of ten pounds. 
And a funnal definition of ilie Demand enrre y, 
for n junriirt nrav lie civen tlins:— 'Die demand > 
curve for anv cammeiditjr in a market dorini; 
any Riven nnit of time is tlic locns of demand 
points for it. Tlint is to say, it is a curve such 
Dint if from any point i' on it, a atridglit lino 
7’Jf be drawn iietpendicnlnr to Ox, P3t repre- 
sents the price at which pnicbBscrs will bt 
forthcomins for an amount of the commodity 
rrprc<4!nt<.d liy OH. 

It mnst bo rcnicmhcred that Die demand 
schedule Rives the prices at which Torious quantities of a thiuR can bo sold 
in a market duriiiR a Riven time and under e^ven oonditions. Ji the conditions 
vary in any respect Uio figures of the sclicdule will ptobaUy require to ho 
changed. 
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of tho supply of a rival commodity, or I13' the iuvputioii of 
a nevr one. l^or instance, the list of deinand prices for ieji 
is drawn out on the assumption that the ]»rico of coffi'C is 
known; hut a failure of the coffee harvest would raise the 
inices for tea. Tlie demand for gsu? is liable to h.* rcduceil l\v 
an improvement in electric Kghtini; ; and in the same way a 
fall in the price of a piriicular kind of tea may taiuse it to 1k* 
•substituted for an inferior but cheaper varietj'. 

Our next step will be to consider the general c}iar:ict'*r of 
demand in the cases of some important commodities rtMily 
for immediate consumption. AVe shall thus be continuing 
the inquiry made in the preceding clmptcr at to the variety 
and saliahility of wants; hut we shall be treating it from 
a rather different point of view, viz. that of priee-staiistica. 



CHAPTER IV. 

THE EI.ASTICIT7 OF WAHTS. 


§ 1. We have seen that the only universal lavr as to a 
person’s desire for a commodity is that it dimi- 
nishes, other things being equ^ with every in- Smand**^ 
crease in his supply of that commodity. But this 
diminution may be slow or rapid. H it is slow the price that 
he will give for the commodity will not foil much in conse- 
quence of a Gonsderable increase in his supply of it; and a 
small fall in price will cause a comparatively large increase in 
his purchases. But if it is rapid, a small fall in price will 
cause only a very small increase in his purchases. In the 
former ciise his willingness to purchase the thing stretches 
itself out a great deal under the action of a small inducement: 
the elasticity of his wants, we may say, is great. In the 
latter case the extra inducement given ly the fall in price 
causes hardly any extension of bin desire to purchase: the 
elasticity of his demand is small. If a fall in price from say 
16(11. to ISdl per lb, of tea would much increase his purchases, 
then a rise from 15d. to 16d. would much diminish them : 
when the demand is elastic for a foil in price, it is elastic also 
for the opposite rise. 

As with the demand of one person so with that of a 
whole market. And we may say generally: — The rloMlidly 
q£^ei7Kzn(f_in_a market ia-great or mnoU ni«OTrrliTi g ga_t.ba 
amount demanded^increases-mneb or iittle-for-o-given-fall-. 
in pricei, and dumnishes-mneb or little -for -a given-rise-in 
price. 

§ 2. The price which is so high rela^vdy to the poor man 
as to be almost prohibitive^ may be scarcely felt 
by the rich; the poor man for instance never dureient 
tastes wine, but the very riish man may drink as 
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much of it us he luis u fuiicy for, uhlhout giving liirns(.‘lf a 
thought of its cost. "We shall therefore ge.t the clearest unf ion 
of the lau’ of the elasticity of <Icraand, hy considering one class 
of .society at a time. Of cour.'-e there ar<i many decrees of 
richness among the rich, and of j)t>verty atnong the jmor ; but 
for the present we may negka-t these minoi- subdivisions. 

■^Vhen the price of a thing is very high relatively to aiiy 
class, tliey will buy but little of it ; and in .come cases custom 
and liabit may prevent them from using it freely even after its 
jiricc has fallen a good deal. L’ut such caecs, though not 
infrequent, will not form the general rule, and anyhov,- as 
.soon as it has been taken into common u.se, a7iy„consi(lerable 
fall in its price will cause a great increase .iu the demand for 
it. The elasticity oLdemand will be great for liigli tu-ices, and 
great or at least considerable for medium jtriccs, but it _wil] 
decline as the price falls.: and.gradually fade away if the fall 
goe.s so far. that satiety leveHs reached. 

The level at which •‘very high” prices end and '•'high'’ 
2 U’ices begin, is of course difl'erent for difTerent. classe.s. and so 
is the level at which “low” prices end and “very low" prices 
begin. Varieties in detail arise from tlic fact that there arc 
some commodities with Avliicli people are easily satiated, and 
otliers — chiefly things used for display — for which their desire 
is almost unlimited 

§ 3. There are some things the current prices of which 
... ' . in this country are “ very low ” relatively eyeu to 

lUustrattons. •• * _ ' 

the poorer classes ; such are for instance salt, and 
many kinds of savours and flavours, aud also cheap medicines. 

^ The figures in Cli. iii. § 4 show a small elasticitr in the dcmnnil for tea, 
and a diminution iu the total outlay on it ns its price falls. To illustrate the 
general rule that the total outlay is Ini-gest for prices neither very high, nor 
very low, we might suppose 2 jwunds to he bonglit at 50 pence, 4 at 40, Sat .'!0, 
14 at 21, 17 at 20, *20 at 17, 24 at 14, 27 at 1-2. SO at 9, 40 at 5, 50 at 3; so that 
the total ontlay would he 200 pence for a very high i)rice, rising to 310 pence 
for niedimn prices and falling again to 150 for a very low price. But see 
Principles, in. IV. 2. 



THE BIJISTICITY OF WANTS 


71 


It is doubtful whether ony fall in price would induce a consi- 
dcRihlc iiici'c.-iso in the consumption of these. 

The current prices of meat, milk and butler, wool, tobacco, 
imported fruits, and of ordinary medical attendance, are such 
that every variation in price makes a great change in the 
consumption of them by the working clnssc.s, and the lower 
half of the middle classes; but the rich would nut much in- 
crease their own personal consumption of them however cheaply 
they were to be had. In other wonls the direct demand for 
these commodities is very elastic on the part of the working 
and lower middle classes, though not on the part of the rich. 
But the working class is so numerous that their consumption 
of .such tilings as are well within tlicir reach is much greater 
tluui that of the rich ; and therefore the aggregate demand for 
all things of the kind is very elastic. A little while ago sugar 
iMilonged to this gioup of commodities : but its price in Eng- 
land has now fallen so far as to be low relatively oven to the 
working classes, and the demand for it is thcrefoie not 
clastia 

The current prices of woll-fruit, of the better Idnds of fish 
and other moderately expensive luxuries are such ns to make 
the consumption of them by tho middle class increase mucli 
with cveiy fiill in price ; in other ivoids tlio middle clnas de- 
mand for them is veiy elastic: while the demands on the 
part of tho rich and on the part of the working class is much 
less clastic, the former because it is already nearly satiated, 
the latter because the price is still too high. 

The current prices of such things os rare wines, fruit out 
of season, highly skilled medical and legal assistance, are so 
high that then is but little demand for them except from 
the rich : but what demand there is bos in most cases con- 
siderable elasticity. And in fact mutfii of the demand for 
the more expensive lands of food is really a demand for tho 
means of obtaining social distinction, and is almost in- 
satiable. 
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§ 4. The case of ucccssarics is exceptional. 'When the 
Demand for price jof^wheat- isjvcix.-luj'liy.Aud again v*hcn it 
necessaries, jg demand has,.vci'y little cksticitj' ; 

at nil events if we n.s.sumc that wlieat, oven when scarce, is the 
cheapest food for man ; and that, even wlion iiiO'-t plentiful, 
it is not consumed in any other way. Wo know that a fall in 
the price of the qnarleni loaf from dtl. to *1(7. lias scaivoly any 
cflect in increasing the consumption of hivud. With reganl 
to the other end of the .veale it is more diOicult to speak witli 
certainty, because there has been no approach to a scarcity in 
England since the repeal of the com laws. But, availing our- 
selves of estimates made in a less happy time, we may sup- 
pose that deficits in the supply of I, 2, Ji, 4, or 5 tenths would 
cause a rise in price of 3. 8, IG, 28, or 45 tenths respectively. 
Much greater variations in prices indeed than this have not 
been uncommon. Tlius wheat sold in London for ten shilh'ngs 
a bushel in 1335, but in the following year it .sold for ten 
pence. 

There may be even more 'violent changes than this in the 
price of a thing which is not necessary, if it is iwrishahle and 
the demand for it is inelastic : thus fi.sh may be very dear one 
day, and sold for manure two or three days later. 

Water is one of the few things the consumption of which 
we are able to observe at all prices from the veiy highest 
down to nothing at all. At modenite prices tlie demand for 
it is very clastic. But the uses to whidi it can be put are 
capable of being completely filled : and ns its price sinks to- 
wards zero the demand for it loses its elasticity. Nearly the 
some may be said of salt. Its price in England is so lovv tlmt 
the demand for it as an article of food is veiy incla.<itic : but 
in India the price is* comparatively liigh and the demand is 
comparatively elastic. 

Tlie price of house-room on the other hand has never 
fallen very low except when a locality is being deserted by 
its inliabitants. Wliere the condition of society is healthy, 
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and there is no check to general prosperity, there seems 
always to he an elastic demand for house-room, on account 
hoth of the real conveniences and the social distinction which 
it affords. Tlic desire for those kinds of clotliing which are 
not used for the purpose of displn)’, is satiable: when their 
price, is low the demand for them ha-s scarcely any elasticity. 

^ 0. When trying to ascertain how the purchases of a 
commodity are afi'ccted by changes in its price, we causes timt 
meet with several dillicultics. We inu.st take nucn“c'of'price 
account of changes in the purcluusing power of on demand, 
money which are a source of confusion in all statistics of 
prices. And wc must allow for changes jn.fashiou and taste 
and habit, for the,opcning..out_Qf_iiew_uses. of a„cotnm dity, 
for the discovciy or.i»nj>rovcment or cheapening of otly?rthijig.s 
that can be applied .to the same uses^witlijl. 

And fui-tber we must remember that time is required to 
enable a rise in the price of a commodity to exert its full 

influence on consumption. Time is required for 

‘ . Slowness of 

con-sumers to become familiar n-ith substitutes the growth of 
that can be used instead of it, and perhaps for 
producers to get into the habit of producing them in sufiicicnt 
quantities. Time may be also wanted for the growth ,of-liabits 
of familiarity with the new commodities and the discoveiy of 
methods of economizing them. 

Por instance when wood and charcoal became dear in 
England, familiarity with coal ns a fuel grew slowly, fireplaces 
wore but .slotvly adapted to its use, and an organiced traflic in 
it did not .spring up quickly even to places to which it could ' 
be easily carried by water: the invention of processes by 
which it could be used as a substitute for charcoal in manu- 
facture went even more slowly, and is indeed hardly yet com- 
plete. Again, when in recent jmars the price'of coal became 
verj' high, a great stimulus was given to the invention of 
economies in its use e.specially in the production of iron and 
steam ; but few of these inventions bore much practical fruit 
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till after the high pnro had pasced awaj'. Airaiti, whr-ti ti 
new lino of liMiiiways or of snhiirhau rsiihvays i*! opened, eveu 
tlia'ie who live near the line d<i not get int«» tin* habit <»f 
inakuig the imwt <if its .assist anei* at once ; and a good deal 
more time elajisos bcfoiv ninny of thosf* who-«e ]»hie<*s of 
business are near one end of the line cliangi* their honiei so 
as to live near the other end. Agjiin, when ]«’iif)]eum iirst 
became 2>1cntifnl few pr*ople were ii'ady to iioe it fii*f«ly : 
gi'iulunlly petroleum and jietroleiini lamps h.‘iv(> become familiar 
to all ela.sses of society: too much inlltiein-e wfaild tln-refoiv bo, 
attributed to the fall in price which luis occurred sineo then/ 
if it wei'e credited with all the increase of consunijition*. 

1 Tlic iloninnd fur things of a higber qunlitr iIpihsiiIh inuvli on .<-ciisn>i]ity; 
Eomc itcoiilc core littU* for a n-fitiol flaTotn* in tboir wiuo iiro^iilod they ran 
get pkiity of it: otliom rmve a high quality, tint arc rnsUy Kitiatcsi. In the 
ordinary n’orkiug class districts tho inferior niid the liettcr joints arc sold at 
nearly the same price: bnt some aell paid artKins in the norili of England 
haro dcvelojicd a liking fur the best meat, and will pay for it nisu-Iy as high a 
price ns can be got in the west cud of liuuilnn, where the price i« kept arti- 
ficially high by the iicccaMty of sending tho inferior joints away for sale el-i- 
where. Use also gives rise to ncquircil distastes us well ns to ncqnin d tastes, 

Gcncmily speaking those things havo tliu iiio.st elastic deinami, which arc 
caimble of being applied to in iny diiTcrent uses. Water for instance is needed 
first ns food, then fur cooking, then for washing of various kinds and so on. 
When there is no special drought, hut water is sold by the pnilfnl, the price 
may be low enough to enable even the iioorer classes to drink as much of it as 
they arc inclined, while for cuoking'tbey soinetiuies nse the same water twin* 
over, and they apply it s'ciy scantily in washing. Tho middle chisscs will 
perhaps not nso any of it twice for cooking; bnt they will make a ]>ail of 
water go a good deal further lor washing pnrpo-es tlmn if they had an nu- 
limitcd supply nt coiuinniid. Wiicii wwicr is supplietl by pipes, and chargnl 
at a very low rate by meter, many people nse as much of it even for washing 
ns they fcol at all inclined to do; and when the water is supplied not by 
meter hat at a fixed annual charge; and Is laid on in cvciy place where it is 
wanted, the nse of it for cvexy pntiiosc is carried to the fnll satiety limit. 
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TJJE CliOlCE BETWEEN DlEFEnEXT USES OF THE SAME 
THING. IMMEDU'JCE AND DEFEUIlEl) USES. 

§ 1. The primitive liousewifo finding that she has a 
limited number of hanks of yarn from the year’s 
shearing, considers all the domestic wants for ^‘cans tef" 
clothing and tries to distribute the yarn between tween different 
them in such a way as to conti-ibute as much as 
po'-sible to tlie family well-being. She will think she has 
failed if, when it is done, she lias reason to regret that she 
did not apply more to making, say socks, and less to vests. 
That would mean that she had miscalculated the points at 
wliich to suspend the making of socks and vests respectively ; 
that she had gone too far in the case of A'ests, and not far 
enough in that of socks ; and that therefore at the point's at 
which she actually did stop, the utility of yarn turned into 
.socks was greater than that of yarn turned into vests. But 
if, on the other hand, she hit on the right points to stop at, 
then she made just so many socks and vests that she got an 
equal amount of good out of the last bundle of yam that she 
applied to socks, and the last she applied to A'ests. This illus- 
trates a general principle, which may be expressed thus ; — 

If-a-pei'son-has,a-thing-AvJiicll_h.e,A?an_pjit_to..severaL.uses, 
he -vvill distribute it .between_tbese-uses-in-such a wa y that-it 
has the same.margmal..utility..in all. For if it had a greater 
marginal .utility in one use than another, he would gain by 
taking away some of it from the second use and applying it to 
the first. 
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One gTOiit (lis.-ulvant.'tge o£ a primitive economy, in wliich 
tlicro is but little free exchange, is that a person may easily 
have .so much of one thing, .say m-ooI, that, vhen he has 
applied it to ovciy possible use, its marginal utility in each 
use is hw: and at the .same time ho may have .«o little of 
some other thing, say wood, that its marginal iitility for him 
is veiy high. Meanwhile .some of hi.s ncighlmurs may he in 
great need of wool, and have more wu(k 1 than (Itcy can turn 
Difiicultien of account. If Cfich give.s up that which 

batter. Ims for him the lower utility and receives that 

which has the higher, each will gsiin hy llie exchange, lint 
to make .such an ndju.stnicnt by barter, would he tedinus and 
difficult. 

The difficulty of barter is indectl not veiy gretit where 
there are but a few simple commoditie.s, each of Avhieb can be 
adapted by domestic work to sovcnil uses ; the weaving tvife 
and the spinster daughters adjusting rightly the marginal 
utilities of the dilTorent use.s of the wool, while the husband 
and the sons do the same for the wood. 

§ 2. But when coininoditics Jiave. become very numerous 
The need for highly specialized, there is an uigeut need 

meney. for the free use of money, or genenil purchasing 
power; for that alone enn he .applied easily in an unlimited 
variety of purchases. And in a money-economy, good ma- 
nagement is shown hy so adjusting the m.argins of .suspense 
on each. line of expenditure that the miiigin;il utility of a 
shilling’s M’orth of goods on each line shall ho the same. 

Thus for instance the clerk ndio is in doubt Avliether to 
ride to town, or to walk and have .some little extra indulgence 
at his lunch, is weighing against one another the (marginal) 
utilities of two diiTerent modes of spending his money. And 
A chief use of experienced housekeeper urges on a 

domestic young couplc the importance of keeping accounts 
accounts. carefully, a chief motive of the advice is that 
they may avoid spending impulsively a great deal of money on 
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furniture and other things ; for, tliough some quantity of tlieso 
is really needful, yet, when bought lavishly, they do not givo 
high (marginal) utilities in proportion to their cost. And 
wlien the young pair look over their year’s budget at the end 
of the year, and find perhaps that it is necessaiy to curtail their 
expenditure somewhere, they compai-c the (marginal) ntilities 
of different items, weighing the loss of utility that would 
result from takuig awa}’ a pound’s expenditure here, ndth that 
which they would lose by taking it away there: they strive 
to adjust their parings down so that the aggi’cgatc loss of 
utility may bo as little ns pos.sible. 

§ 3. The diflerent uses between which a commodity is 
distributed need not all bo present u.ses some may be present 
and some future. A prudent person will endeavour to dis- 
tribute his means between all their several uses 
present ^^futiiro in such a way that they will ^m're'bcLffts 
have in each the same marginal utility. But, in 
estimating the present marginal utility of a dis- 
tant source of benefit to him, a twofold allowance must be 
made; firstly, for its uncertainty'; and secondly, for theUHf- 
ferenco in the value, to. him of ” distant ns. compared with ai 
present benefit'.. 

If people I'ogarded future benefits as equally desirable 
•with similar and equal benefits at the present 
time, they would probably endeavour to dis- fits*are»disl 
tribute their pleasures evenly throughout their d°^"rcnt'rates 
lives. They would therefore generally be willing by ditrerent 
to giA'o up a present pleasure for the s.ako of an 
equal jfieasure in the future, provided they could be certain of 
having it. But in fact human nature is so constituted that 
in estimating the “present value” of a future benefit most 

1 This is an objective property which all wcU-iiiforracd persons would esti 
mate in the same way. 

- This is a subjective property which different people would estimate in 
different ways according to their individnal characters, and their circumstances 
at the time. 
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people gMierally make a second deduction from its future 
value, in the fonn of vliat \ro may call a “discount,” that 
increases with the period for which the pleasure is deferred.* 
One will i-cckon a distant benefit at nearly the same value 
which it would have for him if it were present; while another, 
who has less power of realising the future, less paticnee and) 
self-control, will care comparatively little for any lienefit that 
is not near at hand. 

Many people derive from the mere feeling of ownership a 
stronger satisfaction than the}’ derive from oiflinary pleasures 
in the narrower sense of the term; for example, the delight in 
the possession of land will often induce people to pay for it so 
high a price that it yields them but a very poor 'return on 
their investment. There is a delight in oumership for its own 
sake; and there is a delight in ownership on account of the 
distinction it yields. Sometimes the latter is stronger than 
tlie former, sometimes weaker; and perhaps no one knows 
himself or other people well enough to bo able to draw the 
line quite certainly between the two’. 

1 Tho rates at whi(^ dilTcrcnt people iliscofont the fnUire affect not only 
their tcuAein^ to savo, ns the term is ordinarily nnderstood, Imt also their 
tendenqr to hny things \rliich trill be a lasting sonreo of pleasnro nitlier than 
thoso whidi giro n stronger hot more tranrient cnjqyment; to hqy a new coat 
rattier than to indulge in a drinking hont, or to dooso simple fnniitnre that 
will wear well, rather than Bhon 7 fnniitnre that will soon fall to pieces. And 
further, tho some person will discount fntnro plcasnros at different rates at 
cUfferent times, according to his mood. 
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CHAPTER VI. 

VALUE AND UTILITY, 

§ 1. We may now turn to consider liow far the price, 
wliich is actually paid for a thing, represents the 
satisfaction that arises from its possession. This 
is a subject on which economic science has very 
little to say, but that little is of some importance. 

We have already seen that the price which a person pays 
for a thing, can never exceed, and seldom comes up to that 
which he would be willing to pay rather than go without 
it : so that the gratification which he gets from its purchase 
generally exceeds that which he gives up in paying away its 
price; and he thus derives from the purchase a surplus of 
satisfaction, The''excess-Ji£-*the--price--which-h6'~WGuld“43e 
\villingAo •P-3'y--t^thficjbhaiug£L.®tbp.ut .thej^hi_ng, 
over that which“-he-actually--doe3:^pay,„is.J;he 
economic ■ measure of - tliis. surplus -satisfaction. 

It has some analogies to a rent, but is perhaps best called 
GcaiSiimer’aSwrplKS. 

It is obvious that the Consumer’s Surpluses derived from 
some commodities are much greater than from others. There 
are many comforts and luxuries of wliich the prices are very 
much below those which many people would pay rather than 
go entirely without them ; and which therefore afford a very 
great Consumer’s Surplus. Good-instances-are-matohesr-salt, 
a„penny-newspapeJV-OK-a-po8tage-stamp. 

We are apt to underrate the benefits which we derive from 
the opportunities afforded to us by our surroundings, or," as 
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the Germans say, from the Conjuncture of circumstances 
around us. We take it for granted that ivc can buy a 
newspaper with several thousand lines of neu’s in it for a 
penny : and wo seldom consider that if we would jmy (say) 
a shilling rather than be deprived of our newspaper, the 
opportunity of buying it for a penny gives us a surplus benefit 
of eleven pence a day. 

This notion is of great importance for the higher work of 
the economic student. But it involves man}' difliculties, and 
is apt to be misunderstood and misapplied by the beginner : 
and therefore, what little is said of it in the present treatise, 
may be relegated to Appendix B. 

§ 2. Tlie notion itself in some vague form or other is con- 
stantly present with us. This is another instance in which 
the daily language of ordinary life, while sufficient for many 
practical purposes, is not quite exact and complete; so that 
on examination it is found to suggest more than appears at 
first sight. 

Thus, for instance, it is a common saying that the real 
value of things to us is not gauged by the price we pay for 
them : that, though we spend for instance much more on tea 
than on salt, yet salt is of greater real value to us ; and that 
this would be clearly seen, if we were entirely 
of it. This argument is but thrown 
into precise form, when it is said that we-cannot 
trast~the'marginal-utility..of a.commodity_tg. indicate its. total 
utility: for, though it is true that, when a person spends 
sixpence on a quarter of a pound of tea instead of on a stone 
of salt, he does so because he prefers the tea : yet he would 
not pr^er the tea if he did not know that he could easily get 
whatever salt he needed for his more urgent requii'ements. 

Again, if tiie real value of anything were being discussed 
with inference, not to a single individual, but to people in 
general, it would naturally be assumed that a shilling’s worth 
of gratification to one Englishman might be taken as equiva* 
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lent mth a sIiilHng’s worth to anotlier, “to btart with,” and 
“until canso to the contrary were shown.” But «g«rda 
every one would know tlmt this was a reason- people in 
able course only on tlie supposition tiiat the con- 
sumers of tea and those of salt belonged to the same classes of 
people; and included people of every variety of temperament. 
And if, instead of comparing tea and salt, which are both 
used largely by all classes, we had compared either of them 
with champagne or pineapples, this assumption could not 
hare Ijcen mode even for a drst rough guess. In earlier 
generations many statesmen, and even some economists, neg- 
lected to make adequate allowance for considerations of this 
class, especially when constructing schemes of taxation ; and 
their words or deeds seemed to imply a want of sympathy 
with the sufferings of the poor; though more often they were 
due simply to want of thought. 

On the whole however it happens that by fivr the greater 
number of the events with which economics deals, affect in 
about equal proportions all the different classes of society; so 
that if the money meosures'of iihg hanpiness caused .by ioKO 
events are equal there, is. not in general -any very great 
differenca between, tho amaunts of tiie. bappiness- in the -two 
cases. And it is on account of this fact t]^t the exact mea- 
surement of the Consumers^ Surplus in a market has' already 
much theoretical interest, and may become of high practical 
importance ' 

§ 3. There is another need for caution when estimat- 
ing the dfijJwidencB of wdl-beu^^pon- material- AUo,„„eefor 
fi^lth. Hot only does a person's happiness collective 
iften depend more on his own physical, mental 
ind moral health than on the external conditions of his well- 
being: hut even among th^ conditions many that are of 
chief importance for his real happiness are apt to be omitted 
from an inventory of bis wealth. Some 'are free ^ts of 


1 Compare y. SL 
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nature; and these might indeed be neglected without great 
liarm if they were always the same for eveiyljody ; but in fact 
they vary mudi from place to place. More of them howevd 
are elements of collective wealth which arc often omitted fron: 
the reckoning of individual wealth; but which become im- 
jiortant when we compare diiToreut parts of the modern civi- 
lized world, and even more important when wo compara our 
own age with earlier times. 

An increase of income nearly always causes pleasure; 
but tlic now enjoyments which it provides often lose quickly 
much of their charm. Partly tliis is the result of familiarity ; 
whidi makes people cease to derive much pleasure from accus- 
tomed comforts and luxuries, though tliey suffer great pain 
from their loss. Partly it is due to the fact that Muth in- 
creased riches there often comes cither the weariness of age, or 
ut least an increase of nervous strain, and perhaps habits of 
living that lower physical vitality and diminish the capacity 
for pleasure. 

In oveiy civilized country there have been some followers 
of the Buddhist dooti4«e that ploeid-screnity-is 
smandKst, tlre-liighest-idejil-of life; that it is the part of the 
wise man to root out of his nature as many wants 
and desires as he can ; Uiat-4:pal-riohes-consist.^ot-in- the 
abundance.of gouds.but in.the.paudty of M'ants. At the otlior 
extreme are those who maintain that the,giOM'th.,of ..new 
v;ants and desires- is- always benefidal because it stimulates 
people to. increased' exertions. They seem to have made the 
mistake, os Mr Herbert Spencer says, of supposing that life is 
for wori^ng, instead of working for life. 

The truth seems to be that as human nature is consti- 
tuted, man rapidl^i dcgcnera.tes_nnless Jic -has— eome— hard 
yrork. to-dO) some_diifie}ilties to-overcome^ and that-.8ome 
Value of work strcnuous exertion is ncccssaiy-for-physicid-and 
for its own moral health: The fulness of life lies in the de- 

velopment and activity of as many and ns high 
fiiculties as possible. Tltero is intense pleasure in the ardent 
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pursuit of any aim, whether it be success in business, the 
advancement of art and science, or the improvement of the 
^ condition of one’s fellow-beings. The higliest constructive! 
work of all kinds must often alternate between periods of over-i 
strain and periods of lassitude and stagnation ; but for ordinai-y 
people, for those who have no strong ambitions, whether of a 
lower or a higher kind, a moderate income earned by moderate 
and fairly steady work offer's the best opportunity for the 
growth of those habits of body, mind and spirit in which alone 
there is true happiness. 

There is some misuse of wealth in ail ranlcs of society. 
And though speaking generally,- we may say that every 
increase in the income of the working classes adds to the 
fulness and nobility of human life, because it is used chiefly 
in the satisfaction of real wants; yet even among the artisans 
in England, and perhaps still more in new countries, there 
are sigms of the growth of that unwholesome desire for wealth 
aa_a-means_iiL4ispIay which has been the chief bane of the 
well-to-do classes in evei'y civilized country. Laws against 
luxury have been futile; but it would be a gain 
if the moral sentiment of the community could 
induce people to avoid all sorts of display of 
individual wealth. There are indeed true and worthy plea- 
sures to be got from wisely oi-dered magnificence : but they 
are at their best when free from any taint of pereonal vanity 
on the one side, and envy on the other; as they are when 
they centre round public buildings, public parks, public col- 
lections of the fine arts, and public games and amusements. 
So long as wealth is applied to provide for every family the/^ 
necessai'ies of life and culture, and an abundance of the! 
higher fonns of enjoyment for collective use, so long the! 
pursuit of wealth is a noble aim; and the pleasures which it'|! 
brings are likely to increase with, the growth of those higher! 
activities which it is used to promote. 

When the necessaries of life are once provided, evei-yone 
6—2 
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should seek to increase the beauty of things in his possession 
rather than their number or their magnificence. An im- 
provement in the artistic cliaracter of furniture and clotliing 
ti’uins the higher faculties of those ^vho make them, and is a 
source of growing liappiness to those wlio use them. But if 
instead of seeking for a higher standard of beauty, we spend 
our growing resoui’ces on increasing the complexity and intri- 
cacy of our domestic goods, Are gain thereby no time benefit, 
no lasting happiness. The world would go much better if 
everyone would buy fewer and simpler thing.s, ;ind would 
take tx'ouble in selecting them for tlieir real beauty; being 
careful of coui'so to get good value in return for his outlay, 
but preferring to buy a few things made Avell liy liighly paid 
labour rather than many made badly by low paid labour. 
But wo are exceeding the proper scope of the present Book ; 
the discussion of the influence on general well-being Avhich is 
exerted by the mode in which each indiAndual spends his 
income is one of the more important of those applications of 
economic science to the art of living which will find their 
place at the end of the Treatise. 



BOOK IV. 

THE AGENTS OF PnOHUCTIOK 
L.VBOUK, CAPITAL AND OBGANIZATION. 


CHAPTER I. 

IXTRODUCTORV. 

1. Tiir. n^onis of production nrc commonly classctl ns 
Lind, Lnbotir and Capitol 

By “ Lin d.” is meant not nicroly land in tho strict sense 
of the tronl, but the whole j)f iJie material -And-the-forecs 
wind ’ Nataro gi»*S'fr(>fl1y-for-inaXl!:s aid, Jn Innfl nnd -nittnr, 
.in air and lijslit and 'heat'. *‘Land” is, in a chsptcntxt, 
certain sense, a fixed quantity; and wo shall 
have to oxnmine tho causes which limit its yield of produce 
to the labour and capital applied to it. 

Tlic amount of labour arailablo for any work depends 
parti}' upon the number of people able and ready to do tho 
work, and partly on their willingness to exert 
themselves, and these are veiy elastic quantities, 

^Vc shall see how they arc atTected by the wage^ 
or other reward available for tho work; how high wages 
enable parents to bring up a laigc proportion of thoir children 
to full age, well nourish^ in mind and body. And we shall 
gradually inquire (for the question can only bo opondd out 
> See bison’, p. 87. 
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in the present Book) how children and adults drift fiom 
occupations tliat hold out small attractions to others tliat 
are not more difficult and hold out greater. 

We shall look at the growth of wealth, which -wheii-con- 
sklered-^'is— an agcnt-o£_.productioii,- is called 
Chapter V II. jg affected by 

that “balancing of future benefits against present’’; which 
has already been noticed" as controlling people’s Mullingness 
to forego immediate pleasure and to provide machinery, 
buildings, ships, railway's, and to make labour more efficient 
in the future. 

Thhn we shall make some study' of division of labour and 
industrial organization generally, and inquire 
Chapters IX— increase the efliciency of labour. 

Thus we shall prepare the way' for an inquiry' 
into the causes that govern the Supply' price of anything. For 
as the price, required to attract purchasers for 
Supply Pnee. given amount of a commodity, was called 

the Demand price for that amount; so the price required to 
call forth the exertion necessary for producing any' given 
amount of a commodity, may be called the Supply price for 
„ . ... . that laboui'. In Book V, wc shall add up the 

Books III and . ^ , 

IV lead up to supply' prices of all the diflerent thmgs needed 
Book V. make a commodity', and call the sum of them 

the supply' price of that commodity. Tlien we shall set 
against this the corresponding demand jirice for it; and wo 
shall see how the relations between the two govern value. 


I Sec atovo p. 49. 


3 Sec p. 77. 
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THE FEBTIUnr OF LiAin>. 

§ 1. The agents of production, other than labour, are 
described as land and capital: thiso-nuttenal 
things ichicb owe their., usefulneaa^to hnman 
labour- bdng classed. .under capital,...and..thos6-.which..owe 
noUiing,to.it..being_clas8ed asiond. The distinction is ob- 
viously a loose one : for bricks are but pieces of earth slightly 
work^ up; and the soil of old settled countries has for the 
greater part been worked over many times by man, and owes 
to him its present form. There is however a sdentifio prm. 
qjple underlying the distinction. 'While man_bas.jio-power 
of-creating-matter, be-createjuatilities Jb^LputtHig-tiiings-into 
a^useful-form' ; and the utilities made by him can be in- 
creased in supply if there is an increased demand for them : 
they have a 8up|dy price. But there are other utilities over 
the supply of which he has no control; they are given as a 
fixed quantity hy nature and have therefore no supply price. 
The term "land” has been exteuded economists so os to 
include the permanent sources of these utilities* ; whether they 
are found in land, as the term is commonly used, or in seas 
and rivers, in simshine and rain, in winds and wateifalls. 

'When we have inquired what it is tliat marks off land 
from those material things which we regard as products 
1 SceBookn. Cbaptiirm. 

- In BIcoxiTo’b famona plinue "tbe origiaal and indeatrneUUe pmma of 
Uio Boil.” 
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of iliG land, \vc shall find that the fundament.al attribute of 
L'uid is.iis extension. The right to use a certain area of the 
earth’s surface is a jjrimary condition of anything that man 
can do ; it gives him room for his own actions, with the 
enjoyment of the heat and the light, the air and the rain 
which nature assigns to that ai’ca; and it determines his 
distance from, and in a great measure his relations to, other 
things and other persons. 

Some parts of the earth’s surface contribute to production 
chiefly by the services which they render to the navigator : 
others are chiefly of value to the miner ; others — though this 
selection is made by man rather than by nature — to the 
builder. But when the productiveness of land is B]7okeu of 
our first thoughts turn to its agricultural use. 

§ 2. To the agriculturist an area of land is the means of 
supporting a certain amount of vegetable, and perhaps ulti- 
mately of animal life, lie c:in by suflicient labour 
of aherfnfj'thc inakc almost any laud bear large crops. Ho can 
prepare the soil mechanically and chemically for 
whatever crops he intends to grow next. lie 
can adapt Jiis crops to tlic nature of the soil and to one 
another; selecting .such a rotation that each will leave the 
land in such a state, and at such a time of year. Chat it can be 
worked up easily and without loss of time into a suitable seed 
bed for the coming crop. He c.-iu even permanently alter 
the nature of the soil by draining it, or by mixing with it 
other soil that will supplement its deficiencies'. 

1 Mecliaiiicall 3 ', the soil must be so far yielding that the fine roots of plants 
can pusli their ivny freely in it ; and j'ct it must be linn enough to give them a 
good hold. The action of fresh air and water and of frosts arc nature’s tillage 
of tho soil ; hut man gives great aid in this mechanical preparation of tlio soil. 
The chief purpose of his tillage is to enable tho soil to hold idnnt roots gently 
hut firmly, and to cnahlo the air and water to move about freely in it. Even 
when he manures tho gi-ound he has this mechanical preparation in ^•icw. 
For farmyard maniiro henefils claj- soils bj' subdindiug them and making 
them lighter and more ©iicn, no less than hj' enriching them chemicnllj-; while 
to sandy soils it gives a much needed firmness of texture, and helps them, 
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The greater part of the soil in old countries owes much of 
its character to human action ; all that lies just below the 
surface has in it a large element of capital, the produce of 
man’s past labour ; the inherent properties of the soil, the free 
gifts of nature, have been largely modified ; partly robbed and 
partly added to by the work of many generations of men. 

But it is difierent with that which is above the surface. 
Every acre has given to it by nature an annual income of 
heat and light, of air and moisture ; and over these man has 
but little control. He may indeed alter the climate a little 
by extensive drainage works or by planting forests, or cutting 
them down. But, on the whole, the action of tlie sun and 
the wind and the rain are an annuity fixed by nature for each 
plot of land. Ownership of the land gives possession of this 
annuity ; and it also gives the space required for the life and 
action of vegetables and animals; the value of this space 
being much affected by its geographical position. 

liYe may then contimre to use the ordinary distinction 
between the original or inhsrfint nropertip-g. ^ , 

^ It' Original and 

M'hich ilia ^and—aenves-iroin— nature,- and tlie artificial pro- 
artificinl properties whic)- .it. owes to Jmman 
action ; provided we remember that the first include the 
space-relations of the plot in question, and the annuity that 
nature has given it of sunlight and air and i-ain ; and that in 
many cases these are the chief of the inherent properties of 
the soil. It is chiefly from them that the ownership of 
agricultural land derives its peculiar significance, and the 
theory of its rent a special chai-acter. But the question how 
far the fertility of any soil is due to the original properties 
given to it by nature, and how far to the changes in it made 

mechanienUy as well as chemically, to hold the materials of plant food which 
would otherwise be quickly washed out of them. 

Chemically the soil must have the inorganic elements that the plant wants 
in a form palatable to it, and sometimes man can turn a barren into a very 
fertile soil by adding a small quantity of jnst those things that are needed. 
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by man, cannot bo fally discussed without taking account of 
tlio kind of produce mised from it. 

For Initnan agency can do much more to promote the 
growth of some crops than of others. At one end of the 
scale are forest trees; an oak well }>lantcd and with plenty 
of room has veiy little to gain from man's aid : there is no 
way of applying lalmur to it so ns to obtain any considerable 
return; and nearly the same may be said of the grass on some 
rich river bottoms which arc endowed with a rich soil and 
good natural drainage. Next comes land which, though not 
quite so rich, is still kept in permanent pasture; and after 
this comes arable land on which man does not trust to nature’s 
sowing, but prepares for each crop a seed bed to suit its 
special wants. Tjnstly, the kinds of produce which owe most 
to man’s labour and care are the choicer kinds of fruits, 
flowers and vegetables, and of animals, particularly those 
which arc used for improving their own breeds. For while 
nature loft to herself would select those that are best able 
to take care of themselves and their oiTspring, man selects 
those which u'ill provide him most quickly with the largest 
supplies of the things ho most wants; and many of the 
choicest products could not hold their own at .ill without 
his care. 

Unis various then are the parts which man plays in aiding 
nature to mise the dificrent kinds of agricultural produce. 
In each ease bo works on till tlio extra return got by e.xtm 
capital and labour has so fur diminished that it will no 
longer remunerate him for applying them. Where this limit 
is soon reached he leaves nature to do nairly all the work ; 
where his share in the production has been greats it is 
because he has been able to work far without reaching this 
limit. We are thus brought to consider the law of diminisliing 
return. 
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TJIE FERTILITY OF LAND, CONTINUED. THE LAW OF 
DIMINISHING RETURN. 

§ 1. The law of (or statement of tendency to) diminishing 
return as applied to land is : — 

ARJUfitease. in. tlie capita.’ juid labour apnlied in the cul- 
tivAtioD of land«.causes. in. geamd a less tbajL Tj,e jaw of 
gropoEfcionata-iacreasainJ;])e_amoiinJb_oL.prod»ce diminisiiing 
lAised. ' ^ 

Wo learn from history., and by obs.eiiTation that every 
agriculturist in every age and clime desires to have the use 
of a good deal of land ; and that when ho cannot get it 
freely, he will pay for it, if he has the means. If ho thought 
that he would get as good results by applying all his capital 
and labour to a very small piece, he would not pay for any 
but a very small piece. 

When land that requires no clearing is to bo had for 
nothing, everj' one uses just that quantity which ho thinks 
will give his capital and labour the largest return. His 
culti'\iati,oj\js...iiextcnsiye,”„nqt “intensive.” Ho does not aim 
at getting many bushels of com from each aero j he tries to 
get as large a total crop as possible with a given based on 
expenditure of seed and labour; and therefore general expe- 
he sows as many acres as he can manage to bring 
under a light cultivation. Of course ho may go too far : he 
may spread his work over .so large an area that he would 
gain by concentrating his capital and labour on a smaller 
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space; and under these drcumst&nces if he could get com- 
mand over more capital and labour so as to apply more to 
each acre, the land vrould give him an Inore(mng Jielumj 
that is, an extra return larger, in .proportion than it gives to 
his present expenditure. But if he has made his calculations 
ri^tlyi'he is usihg just so much ground as will give him the 
highest return; and he 'would lose by concentrating his capital 
and labour on a smaller area. If he had command over more 
capital and labour and -were to apply more to his present 
land, he -would gain less than he would by taking up more 
land ; he would get a DimirMiing Metum, that is, an extra 
return smaller in proportion than he gets for the last applica- 
tions of capital and labour that he now makes, provided of 
course that there is meanwliile no perceptible improvement 
in his agricultural skill. As his sons grow up they -will have 
more capital and labour to apply to land; and in order to avoid 
obtaining a Duninishing Betum, they 'will want to cultivate 
more land. But perhaps by tins time all the neighbouring 
land is already taken up, and in order to get more they must 
buy it or pay a rent for the use of it, or migrate where they 
can get it for nothing. 

This tendency to a Diminishing Betum was the cause of 
Abraham’s parting, from and of most of the migratitos 

of which history tells. And wherever the right 
^ culti-vate land is mudi in request^ we may be 
sure that the tendency -to a Diminishing Betum 
is in full operation. Were it not for this tendency every 
farmer could save nearly the whole of his rent 1^ gi-ring up 
all but a small piece of his land, and bestowing all his capital 
and labour on that. If all Ihe captol and labour which he 
would in that case apply to it, gave as good a return in 
proportion as that which he now applies to it^ he -would get 
from that plot as large a produce as he now gets from his 
whole farm, and would make a net gain of all his rent save 
that of the little plot that he retained. 
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It may be conceded that the ambition of fanners often 
leads them to take more land than they can properly manage. 
But -when we say that a farmer would gain by ng to 
applying his capital and labour to a smaller area, modem 
we do not necessarily mean that he would get **™*'"K‘ 
a larger gross produce ; we may mean only that the saving 
in rent would more than counter-balance any probable dimi- 
nution of the total returns that he got &om the land. If a 
former pays a fourth of his produce as rent, he would gain 
by concentrating his capital and labour on less land, provided 
the extra capital and labour applied to each acre gave any- 
tiiing more than three-fourths as good a return in proportion 
os he got from his earlier expenditure. 

Again, it may be granted that much land, even in a 
country as advanced as England, is so unskilfully cultivated 
that it could be made to give more than double its present 
gross produce if twice the present capital and labour were 
applied to it skilfolly. Very likely those are right who 
maintain that if all English farmers were os able, wise and 
energetic os the best are, they might profitably apply twice 
the capital and labour that is now applied. Assuming rent 
to be one fourth of the present produce, they might get seven 
hundredweight of produce for every four that l^ey now get: 
it is conceivable that with still more improved methods they 
might get eight hundredweight^ or even more. But this does 
not prove that, aa things are, farther capital -and labour 
could obtain from land an Increasing Betum.' The fact 
remains that, taking formers os they are^ with the alrfU and 
energy which th^ actually hav^ we find os the result of 
urnyersal.obBeiwation that_^ere.i8 not. open to them a short 
~fbad to riches ly giving up a great part of their land, by 
concentrating all their capi^ and labour on the remainder, 
and saving for their own pockets the rent 'of all but that 
remainder. The reason why th^ coimot do this is told in 
the Law of Diminishing Betunr. 
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It is iinpoi’tant to remember that the .Hetum to capital 
^ and labour of -which the Law apenk^ is measured 
itttes to The*" by the amount of the produce raised indi^endently 
** “y changes that may meanwhile take place in 
the jsrtce of pixiduce j such, for instance, ns might 
occur if a new railway hod been made in the neighbourhood, 
or a new town population had grown up close by. Such 
changes will be of -vital importance when we come to dmw 
inferences from the Law of Diminishing Return, and pai'- 
ticulaiiy when we di&uss the pressure of increasing population 
on the means of subsistence. But they have no bearing on 
the Law itself, because that has to do not with the value of 
the produce raised, but only with its amount. 

We may now formulate the limitations which were im- 
plied under the words “in general” in our provisional state- 
ment of -the Law. The Iiaw is a statement of a tendency 
which may indeed be held in check for a time by improve- 
ments in the arts of production and by the fitful course of the 
development of the full powers of the soil; but which must 
ultimately become irresistible if the demand for produce 
sliould increase without limit. Our final statement of lire 
I^w may then be divided into two parts, thus: — 

Krstly, although an improvement in the arts of agiicul- 
Finai state ture^^may .raise flie return which land genemlly 
mentofthe a&or^ to any given amount of capital and 
labour; and although the capital and labour 
already applied to any piece of land may have been so .in- 
adequate for the development of its foU powers, that some 
further expenditure on it even with the existing arts of 
agriculture would give a more than proportionate return; 
yet these conditions are rare in an old country : and, except 
when they are present, the application of increased capital 
and labour to land -will add a less than proportionate amount 
to the produce raised, unless there be meanwhile on increase 
in the skill of the indmdufd cultivator. Secondly, whatever 
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Tnny lie iltc future developments of the arts of agriculture, a 
continued increase in the application of capital and labour to 
land must ultimately result in a diminution of the extra 
produce which can be obtained by a given extra amount of 
capital and labour. 

£' S. Making use of a term suggested by James Mill, we 
may regard the capital and labour applied to ^ 
land as consisting of equal successive Dogw *. As capital and 
we have seen, the i-eturn to the first few doses 
mar perhaps be small and a greater number of doses may get 
a larger proportionate return ; the return to successive doses 
may even in exceptional coses alternately rise and fall. Bnt 
our law .states that sooner or later (it being always supposed 
that there is meanwhile no change in the arts of cultiva- 
tion) a point will be reached after which any further dose 
will obtain a less proportionate return than the preceding 
dose-*. 

The dose .which only-just^smunerates-tlm cultivator-may 
be said to be the-wigrgHi<tZuZiaiw,-ond the return 
to li the Tnartpnaljreiiirn. It tiiore happens to marginal »- 
lie in the neighbourhood land that is cultivated 
but only just pays its esqpenscs, and so gives no 
suiplus for reni^ we may suppose this dose applied to it. 
'Wc can then say that the doso applied to it is applied to 
Land on the margin of cultivation, and this way of speaking 
has the advantage of simplicity. But it is not necessary 
for tlic argument to suppose that there is any such land: 
what we want to fix our oninds on is the return to tho 
marginal dose: whether it happens to be applied to poor 
land or to rich does not matter; xdLtliatiaJiecessaiy-is-thatr-it 

^ The phrase a Dose of Capital and Ldbonr nay he token proTisioually to 
mean £1 of ontlny diatriboted according to the mugencies of the case between 
the hire of labonr, the payment for the nso and the wear and tear of capUol, 
and lastly for management. Some difficnlties connected with the phrase are 
disenssed in a Note at the end of Pnneipies, 17. nx. 
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should be the Insl dose wliich csin jocofitably ))c apjilJcd to .that 
land’. 

When we speak of the marginal^ or the “last” dase applied 
to the land, we do not mean the last in time, wc 
dose not^^nel ™ean that dose whidi is on the. m arttin o f_PTO.- 
last'ln'nine**'* .expenditure; that is, which is applied so 

as just to give tlie ordinary returns to the capital 
and labour of the cultivator, without affording any suiplus. 
To take a concrete instance, we may suppose a fanner to bo 
tliinking of sending the hoors over a field once more; and 
after a little hesitation he decides that it is worth his while, 
but only just woi*th his while to do it The dose of capital 
and labour spent on doing it, is then the last dose in ours 
present sense, though there are many doses still to bo applied; 
ill reaping the crop. Of course the return to this last dose 
cannot bo separated from the others; but we ascribe to it all 
that part of the produce which we believe would not have 
been produced if the farmer had decided against the extra 
hoeing. Bince tiie return to the marginal dose (it does not 
matter whether the dose is applied to poor land or rich) 
Suiplus Pro- jusf' romunerates the cultivator, it follows that he 
duce. jjc just remunerated for .the_who!c_of. Jiis 

capital and lalxmr- by-os many -times, thp,marginnl return as he 
has applied doses in-all'. Whatever he gets in excess of this 
is tlie Surplus Producs of the land. This surplus is retained 
by the cultivator if ho owns the land himself ^ 

1 Bicarilo was well aware of tills: tliongb lie did not emphasize it enough. 
Those opponents of ' doctiiuo who linvo supposed that it lias no applica- 
tion to places where all the land luya a nmt, hare mistaken the nature of his 
nigiunent. 

3 Let ns seek a graphical illustration. If on any given fidd there were 
expended a capital of £50, a certain amount of prodneo wonld ho raised from 
it; a certain amount larger than the former would ho raised if thero were 
expended on it a capital of £ 51 . The diftcrcnco hotween these two amounts 
may he regarded ns the prodneo due to the fifty-first pomid; and if we suppose 
tlie capital to be applied in snecessire doses of £1 each we may speak of this 
difference as the produce duo to the fifty-first dose. Lot the doses he ropro- 
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(Tins Siiqihis Pmfliice may, under certain conditions 
I<r>fMiur- tlif rent which the owner of the land can lu relation to 
exact fnmi the tenant for its use. But, as we 
.■•hall .'■••c hereafter, the full rent of n farm in an old count ly' 
!•= made up of three elements: the first Iteinp duo to. the value 
of the soil as it teas made b 3 ' Nature; the second t<» imjtrorc* 
nn uts mad'* in it hr man ; and the third, which is often the 
most inijiorinnt of all, to the grou-th of a dense and rich 
popu1a< ion, and to facilities of communication public roads, 
railroads, i'c.) 

Tn an old country it is seldom possible to discover what 
was ihi‘ original state of the land before it was first culti- 
nited. The results of some of man’s work are for good and 
evil in the land; they cannot be distinguished from tho 
results of nature’s work, but must be counted with them. 
Tim line of dinsion between nature’s work and man’s work is 
hhirrerl, and must bo drawn more or less arbitrarily. But 
for mo*>t purjioscs it is best to regard tho first difficulties of 
coping with nature ns prettj* well comiucrcd before we begin 
to reckon the fanner's cultivation. Thus tiro returns tluit wo 

seated in order lij* encccssiTO equal diTisions of tlio 
line OD, Zipt there now he drawn from the division , 
of this line representinR the dft^-first dose Jf, a lino 
MP at richt ntiplcs to OD, in thidenesB equal to the 
length of ouc of tho divisions, and such that ita 
IcnRlb represents the omonnt of the produce duo to 
the fift^'-first dose. Suppose this done for eacli 
separate division up to that coircqMudinR to tho 
last dose which it is found profitable to put on the 
land. Let this last dose ho the llXIth at D, and DO the.nprxcspondfaiR return 
that only just remnnemies the fsimer. Tho estremitica of sneb lines will h'o 
on a carve The gcoespioduea will he represented by the sum of these 

lines: i.e. since the thidoiess eoeh line is equal to the leneth of the division 
on which it stands, by the ores ODOA- Let COS be drawn parallel to DO, 
cutting PiV in ; then SO is equal to ODi and since DO just remunerates 
the fanner for one dose, SO will Just remunerate Urn for another: and so for 
ttlltheportionaaf the thldtvetUoal lines cut off between OD and JEfd. There- 
fore the enm of these, that is, tho area ODOS, represents the shore of the 
prodnee that is required to xemnneruie him ; whfle the remainder, ASOOPA, 
is the Siw^nB Frodnee, whldi under oortain conditions becomes the rent. 

M. 7 


Fig. (3). 




(38 


BOOK IV. CH. III. ^ 3—4. 

count as due to the first doses of capital and labour are 
generally the largest of all, and the tendency of the return ^.u 
diminish shows itself at once. HaAung English agrici .e, we 
chiefly in vieAv, we may fairly take, as Ricardo did, this a'j.p.r.o-.. 
typical case^ d so 

§ 3. There is no absolute measure of the richnessoital 
Order of reia- land. Eveu if there be no change 'as. 

live fertility the arts of production, a mere increase in tube 
wUhc^wfm- demand for produce may invert the order i'}d 
stances. which two adjacent pieces of land rank as re h 

gards fertility. The one which gives the smaller produce A, 
when both are uncultivated, or when the cultivation of botb'-r] 
is equally slight, may rise above the other and justly rankd. 
as the more fertile when both are cultivated with equate 
thoroughness. In other words, many of those lands which are H 
the least fertile when cultivation is merely extensive, become 
among the most fertfle Avhen cultivation is intensive. 

It has been well said that as the strength of a’ cLain is®^ 
that of its weakest link, so fertility is limited by that element 'l^ 
in which it is most deficient. Those who are in a huny, will he 
reject a chain which has one or two veiy Aveak links, hoAveverds 
strong the rest may be; and prefer to it a much slighteihe 
chain that has no flaAv. But if there is heaAy AAmrk to bchis 
done, and they have time to make repairs, they Avill set the‘®4 
larger chain in order, and then its strength Avill exceed that 
of the other. In this Ave find the explanation of much that 
is apparently strange in agricultural history. 

The first settlers in a neAv country generally avoid land 
„ .. Avhich does not lend itself to immediate culti- 

Favounte 

soils of early vation. They are often repelled by the very “ 
settlers. luxuriance of natural vegetation, if it happens 

to be of a kind that they do not want. They do not care to its 

.-■sc 

1 That is, we may substitute (fig. 3) the dotted line BA' for BA and 
regard A' BBC as the typical curve for the return to capital and labour applied 
in English agriculture. 
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plough land that is at all heavy, however rich it might 
become if thoroughly worked. They will have nothing to do 
' water-logged land. They generally select light land 
exac easily be worked with a double plough, and then 
shal their seed broadly, so that the plants when they 

^ up may have plenty of light and air, and may collect 
\ food from a wide area. 

^ We camiot then call one piece of land more fertile than 
^other till we know something about the skill fertility is re- 
hd enterprise of its cultivators, and the amount lative to place 
f capital and labour at their disposal ; and till 
e know whether the demand for produce is such as to make 
ntensive cultivation profitable with the resources at their 
lisposal. If it is, those lands will be the most fertile which 
five the highest average returns to a large expenditure of 
;apital and labour ; but if not, those will be the most fertile 
vhich give the best returns to the first few doses. The term 
'ertHity has no meaning except with reference to the special 
ircumstances of a particular time and place. 

§ 4. But further, the order of fertility of different soils is 
iable to be changed by changes in the methods of cultivation 
.nd in the relative values of difierent crops. Thus when at 
he end of last century Mr Coke showed how to grow wheat 
Veil on light soils by preparing the way with clover, they rose 
•datively to clay soils; and now though they are still some- 
jimes called fi‘om old custom “poor,” some of them have a 
higher value, and are really more fertile, than much of the 
land that used to be carefully cultivated while many of the 
light soils were left in a state of nature. 

As there is no absolute standard for fertility, so there is 
none of good cultivation. The best cultivation Q^pjcuitiva- 
in the richest parts of the Channel Islands, for tion a relative 
instance, involves a lavish expenditure of capital 
and labour on each acre : for they are near good markets and 
have a monopoly of an equable and early climate. If left to 

7—2 
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nature, the land •would not be xory fertile; for, though it has 
many virtues, it has two weak links (being deficient in phos- 
phoric acid and })otash). Bui^ partly by the aid of the abund- 
ant seaweed on its shores, these links can be strengthened, 
■ and the chain thus becomes exceptionally strong. Intense, or 
os it is ordinarily called in England “good” cultivation, trill 
thus raise £100 worth of early potatoes from a single acre. 
But an equal expenditure per acre by the farmer in Western 
America would ruin him; relatively to his circumstances it 
would not he good, but had cultivation*. 

§ 5. The statement of the Law of Diminishing Betum by 
B>icardo and other-English cronomists in the earlier half of 
this century, was inexactly worded. They stated that the 
fiirt settlers in a new country invariably chose the richest 
lands, and tluit as population increased, poorer and poorer 
soils were gradually brought under cultivation, speaking care- 
lessly ns though there were on absolute standard of fertility. 
But as we have already seen, where land is free, everyone 
chooses that which is best adapted for his own purpose, and 
that which will give him, all things considered, the best I’etum 
for his capital and labour. He looks out, therefore, for land 
that can be cultivated at once, and passes by kind that has 
any weak links in the chain of its elements of fertility, how- 
ever strong it may be in some other links. But besides 
having to avoid malaria, he must think of his communication 
with his markets and the base of his resources; and in some 
coses the need for security against the attadcs of enemies and 
wild beasts outweighs all other considerations. It is therefore 
not to be expected that the lands which were first chosen, 
should turn out always to be those which ultimatdy come to 
be regarded as the most fertile. 

1 The changes in the relative fertilities of different kinds'of land, \rhich 
lesnlt from changes in thq f^s of prodnetioa and the gcnidfhf.'economio condi- 
* ti6n- of' tlin Tipcmln nm 'pvnmined a good deal more fidlf iind;\rith the aid of 

IVCL 07401 -ineipliB, W>ra.S,4. 
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Tl!'- fuitncr iiuflVr.'; 11U1113' Imrrlcliips, \r]iich diniinisli 

ft*- n ^ ilia"'* g«)\vs up nrar him ; nntl wliwi tliat cxitiinrlii into 
a las-so indniitriiil rputro, Iiis gain is mucli grvator. All his 
pixvliiot* will In* worlh nioru; some tilings wliicli Ik* iismI to 
iliiDu- aw.iv Mill f«tch a good prict*. lie M-ill liiid new 
oji-niniv in dairy farniiug and market gardening ; and vrith a 
larger nincv ••£ produeo hu M'ill make u*-o n£ rotations that 
k*-p hi*! land always active irithout denuding it of any of (lie 
» lrn«*‘i,ts that are nece.««saiy for its fertility. IJut here n-e ore 
]»‘i«'-ing aivay frtnn the causes which determine the (inioimt of 
a farmer's produce, to those which detuniiiiio its exchange 
vjilue in teni-s of the things offered for ic hi* tho neighbouring 
industrial ]-r>]iulation. We are passing aivay from the cx]>lan* 
atinn of (he lair of diminishing return and Iieginning to 
study its ajiiilications. 4 ^ 

I!ivi*n m'Iksi cultivation has reached a stage after which 
each siKWssive dose applied to a field would get a less amount 
of return than the preceding dose, it may lie possible for an 
increa'^o in tho populnlion to cause n more than proportional 
increaeo in the means of subsistence derived from it. Tho 
evil day i« indeed only deferred : but it is deferred. The 
grovrth of population, if not checked by other causc.s, must 
ultimately h*' cheeked by tho dilficulty of obtaining raw 
produce ; but in spite of tlic Law tjS Diminisbing Kctnm, the 
pressure of population on tho means of subsistence may lie 
restrained for a long time to come by the opening up of new 
fields of supply, by the cheapening of railway and steamship 
communication, and by the growth of organization and knuiv- 
ledgc. 

In the folloiiring chapters ire shall hare mucli to say almut 
the evil effects of local congestions of population in making it 
difficult to get fresh air and ligh^ and in somo cases fresh 
water. Ag.4fiJ!'S^i^J^f''?^isoBii^»Bdk»'ho have 
the fertile ^ 

part of their^- ’ flmift twSrl t' 
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granite soil of their old homes supplied ; and oven in England 
there are many places, particularly at the sea-side, 'which are 
kept poor by the want of drinking water. 

§ 6. In riveivfishcrics, the extra inturns to additional 
doses of capital and labour show a rapid diminution. As to 
the sea, opinions differ. Its volume is vast, and fish are very 
prolific ; and it may be tru^ ns some think, that a practically 
unlimited supply can be drawn from the sea without appreci- 
ably affecting the numbers that remain. 

The produce of mines again, among which may lie 
The return reckoned quarries and brickfields, is said to 
from fisheries conform to the Law of Diminishing Betum ; 
and mines. statement is misleading. The produce 

of the field is something other than the soil ; for the field, 
properly cultivated, retains its fertility, but the produce of 
the mine is part of the mine itself. The supply of agricultural 
produce and of fish is a perennial stream ; mines are as it 
were Nature’s reservoir. The more nearly a reseiwoir is 
exhausted, the greater is the labour of pumping from it; but 
if one man with one pump could pump it out in ten days, 
ten men >vith ten pumps could pump it out in one day: 
and when once empty, it would yield no more. So the mines 
that are being opened this year might just as easily have been 
opened many years ago : if the plans had been properly laid 
in advance, and the requisite specialized capital and skill got 
ready for the work, ten years’ supply of coal might have been 
raised in one year without any increased difficulty; and when 
a vein had once given up its treasure, it could produce no more. 

There is, however, increasing difficulty in obtaining a 
further supply of minerals, except in so far as we obtain 
increased power over Nature’s stores through improvements 
in the arts of mining, and through better knowledge of the 
contents of the earth’s crust; and there is no doubt that^ 
other things being equal, the continued application of capital 
and labour to mines ^vill i^esult in a dimimsbing rate of yield. 
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THE GROWTir OF POPULATIOy. 

,S 1. .Max is tlip cliipf nirans of tlio pradiiution uf that 
of -which lie is liimself iho ultimate aim ; and it sepins 
1je-t to make nt this stage some stnd\' of the gro«'th of pojfiu- 
lation in numbers, in strength and in character. 

In the animal and ^-egotable worll the gi'owth of num- 
Ijers is governed simply by the tendency of individuals to 
pnipisnte their species on tlie one hand, and on the other 
hand by the struggle for life -which thins out rust numbers 
of the young before they arrive at maturit}'. In the human 
race alone the conflict of these two opposing forces is com- 
plicated by the influences of forethought and self-control, of 
prudence and a sense of duty. 

The study of the growth of population is often spoken of 
:is though it were a modem one ; but in a more or less vague 
form it lias occupied the attention of thoughtful men in all 
ages of the world. We may ho-u'ever confine ourselves here to 
some account of its most famous student. Malthas, whose 
Ensay on (he Erineiple of Population is the starting point of 
all modem speculations on the subject*. 
v'His reasoning consists of three parts which must be kept 
distinct. The first relates to the sup^yjpf Jabour. 

By a careful study of facts he pi^es that every 
people of whose history wo have a trastworthy record, has 
been so prolific that the grou'th of its numbers would have 
been rapid and continuous if it hod not been checked oitlier 

* First edition 17SI8: lie pnUieliod a mnoh enloiged end improved edition 
iulSOS. Theliistory of the Doctrine of Population, and of ttBconneeUon with 
the practical needs of different nations at different times, is sketched in Pnti- 
eipltt, IV. iix. 1, S. 
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liy a Rcnrciiy of tlio ncccRsarias of life, or Rome oilier cause, 
that is, by disease, by war, by infanticide, or lastlj' by volun- 
laiy restroint. 

His second position relates to the demand for labour. 
Like the first it is supported by facts, but by a difTcrent set 
of facts. Ho shows that up to the time at wbicli bo wrote 
no 'counti^* (as distinguished from a city, such ns Jtonic or 
Venice,) bad been able to obtain an abundant supply of the 
jicccssaries of life after il« territoiy bad become veiy thickly 
peopled. Xhe-producc.-wbicb-Hatnre-'rctunis-to .tbc-w.ork oL 
man is her effective demand .ior. ^pnlntion : and be shows' 
that up to this time a rapid increase in population, when’ 
already thick, bad not )ed to a projiortionato increase in tbisl 
demand. 

Thirdly, ho draws the conclusion that \i’hat had been in 
the past, was likely to bo in the futuro ; and that tho^giwth 
of. population, would be checked by .poverty_or_jsome other 
cause. of suffonng:,_unl.CRs it._wcro checkedjby. voluntaiy re- 
straint. Ho therefore urges people to use this restraint, and, 
while leading lives of moral purity, to abstain from voiy early 
marriages. 

The changes which the course of events has introduced 
into the doctrine of population relate cfiicfly to the second and 
third steps of his reasoning. We have already noticed that the 
English economists of the earlier half of this century overrated 
the tcndeniy of an increasing population to press upon tlie 
means of subsistence. It Arcs indeed not their fiiult that they 
could not foresee the vast developments of steam transport by 
land and by sea, which have enabled Englishmen of the present 
generation to obtain the products of the richest lands of the 
earth at comparatively small cost. But the fact that Malthus 
did not foresee these changes mokes the second and third steps 
of his argument ..antiquatcd-4n— form ; though they are still 
in a great measure valid in substance. We may then proceed 
to state the doctrine of jmpulation in its^modern form. 
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.5 2. Bir gmvcti ui mmibcra of JL^ople-dcijends-firefly 
“aatairal-iiM»re«»!e,’’.tha(Li«,_tl!'' e^'«ss_of„N«tunii in- 
tlipir l>irths over their, deni lis; nnd..fiecuadIy..on 
juiiaaition. 

Tlje nunihor of births depends chiefly on habits i-elaling 
to laarringe. The age of marriage varies M-ith the climate, 
being earlier in vrarm climates than in cold; but in ovety cose 
tlie longer •marriagcs-are-postponccL.bcyond-the age that- is 
iialiiral to the climate, the smaller is.lhcJiirth-rate. Given 
tlie eliinatCj the average age of mariiago depends ^ 

cliiefly on iha-aase-^rith-yhidL younp people _caii. tng the eee of 
ertabiish theuiselve8,.and supportjt family accord- 
ing to the standard of comfort that prevails among their 
friends and acquaintances; and therefore it is different in 
different stations of life. 

In the middle classes a man’s income seldom reaches its 
maximum till he is forty or fifty years old; and vnri«Uoi»ta 
the expense of bringing up lus children is heavy different 
and lasts for many years. The ariasan earns 
nearly os much at twenty-one os he ever does, unless he rises 
to a responsible post, but he does not earn mucli before he is 
twenfy-one: his children are likely to be a ponsiderable ex- 
pense to him till about the age of fifteen; unless they are 
sent into a factory, whore they may pay their way at a veiy 
early age; and lastly the tuskilled labourer earns nearly full 
wages at eighteen, while his children begin to pay their own 
expenses verj' early. In consequence* thn awoge. Jige_a1i 
marriage .is. highcst.omaxig'^-iihfi.jniddla classes.: it-.isJQW 
among the artisans— and -lower -.8till.ABmong _the unskilled 
labouceis. 

Unskilled labourers, when not so poor os to suffer actual 
want and not restrained by any external cause* have seldom, 
if ever, shown a lower power of increase than tlmt of doubling 
in thirty, years; that is, of multiplying a million-fold in six 
hundred year^ a bUliou-fold in twelve hundred: and hence it 
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might be inferred a irnori that their mcveasc lias never gone 
on without restraint for any considerable time. GMiis in- 
ference is confi lined by the teaching of all histoiy. Through- 
out Europe during the Sliddle Age.s, and in some parts of 
it evoji up to the ]>resent time, unmarried labourers have 
usually slejit in the faiin-house or with their parents; while a 
Hindrnnces to married pair hai’e genei-ally required a house for 
^cTn^tation • "’hcn a village has as many hands 

ary rural US it Can well employ, the number of houses is not 
distncts. increased, and young people wait as best they can. 
There are many parts of Europe even now in which custom, 
exercising ahnost the force of law, prevents moi'e than one son 
in each family from raariyuig; he is generally the eldest, but 
in some places the youngest: if any other son marries, he 
must leave the village. When great material prosperity, and 
the absence of all extreme poverty are found in old-fashioned 
corners of the Old World, the explanation generally lies in 
some such custom as this with all its evils and hardships. 

§ 3. In this respect the position of the hiiod agricultural 
Influence of has changed very much. The towns are 

peasant now always open to him and his children; and if 

properties. jjg betakes himself to the New World he is likely 
to succeed better than any other class of emigrants. But the 
gradual rise in the value of land and its giwving scarcity are 
tending to check the increase of population in some districts 
in which the system of peasant properties prevails ; especially 
those in which there is not much entei-prise for opening out 
new trades or for emigration, and pai-ents feel that the social 
position of their children will depend on the amount of their 
land. 

On the other hand there seem to be no conditions more 
favourable to the rapid growth of numbera than those of the 
agricultural districts of new countries. Land is to be had 
in abundance, railways and steamships carry aAvay the produce 
of the land ; and they bring back in exchange implements of 
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advanced types, and many of the comforts and luxuries of life.’ 
The “farmer,” as the peasant proprietor is called in America, 
finds therefore that a .large family is not a burden, but an 
assistance to him. He and they live healthy out-of-door lives; 
there is nothing to check, but eveiything to stimulate the 
growth of numbers. The natural increase is aided by immi- 
gration; and thus, in spite of the fact that some classes of tlie 
inhabitants of large cities in America are, it is said, reluctant 
to have many children, the population ha 5 _incceased -sixteen-, 
fold in tlie last hundred yeai-s. 

§ 4. The growth of population in England has a more 
clearly defined histoiy than that in the United Population in 
Kingdom, and we shall find some interest in England, 
noticing its chief movements. 

The resbraints-on—the-increase-of...numbers -during the 
Middle Ag^s were the game in England as cIsct 
\ yhere.. In England as elsewhere the religious during Middle 
orders were a refuge to those for whom no estab- 
lishment in marriage could be provided; and religious celibacy . 
while undoubtedly acting in some measure as an independent 
check on the growth of population, is in the main to be 
regarded rather as a method in which the broad natural J 
forces tending to restrain population expressed themselves, 
than as an addition to them. Infectious and contagious ^ 
diseases, both endemic and epidemic, were caused by dirty 
habits of life, which were even worse in England than in the 
South of Eui'ope ; and famines were caused by the failures of 
good haiwests and the difficulties of communication, though 
this evil was less in England than elsewhere. Country life 
was, as elsewhere, rigid in its habits; young people found .it ^ 
cliflicult-to-establish-themsebces-untiLsome.other married pair ’>■ 
liad-passed from-the-scene-and jnade. a-vacancy in their own 
palish; for, though artisans and domestic retainers moved 
about a good deal, migration was seldom thought of by an 
agricultural labourer. 
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Ill the latter lialf of the seventeenth and the first half of 
Seventeenth eighteenth centuiy the central government 

and eighteenth exerted itself to hinder the adjustment of the 
centuries. supply of j^opulatioii in different parts of the 
country to the demand for it by Settlement Laws, which 
made any one chargeable to a pari.sh who had resided there 
forty days, but ordered that he might be sent home by force 
at any time within that period. Landlords and fai-mcrs were 
so cager_jLo_piwent_people- from- getting- a-ttsettlement ”„in 
their ..parish' that they put great difficulties in the way of 
building cottages, and sometimes even razed them to the 
ground. In consequence the .ngricultunal population of Eng- 
land was stationary during the hundred years ending with 
1760; while the manufactiu’es were not yet sufficiently 
developed to absorb large numbers. This retardation in the 
growth of numbers was partly caused by, and partly a cause 
of, a rise in the standard of living ; a chief element of which 
was an increased use of wheat in the j^lace of inferior grains 
as the food of the common people. 

From 1760 onwards those who could not establish them- 
selves at home found little difficulty in getting employment 
in the new manufacturing • or mining districts, where the 
demand for workers often kept the local authorities from 
enforcing the removal clauses of the Settlement Act. To 
these disti’icts-young- people, resorted- freely, and the birth- 
rate in them became exceptionally liigh; but so did the death- 
rate also; the net result being a fairly rapid growth of popu- 
lation. At the end of the century, when Malthus wrote his 
Essay, the Poor Law again began to influence the age of mar- 
riage, but this time in the direction of making it unduly eai'ly. 
The nine Sufferings of the working classes caused by a 

teenth cen- series of famines and by the French War made 
some measure of relief necessary ; and the need of 
lai’ge bodies of recruits for the army and navy was an ad- 
ditional inducement to tender-hearted people to be somewhat 
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liberal in their allowances to a large family, with the practical 
effect of making the father of many children often able to 
procure more indulgences for himself without working than 
he could have got by hard work if he had been unmarried or 
had only a small family. Those who availed themselves most 
of this bounty, were naturally the laziest and meanest of the 
people, those with least self-respect and enterprise. So al- 
though there was in the manufacturing towns a fearful 
mortality, particularly of infants, the quantity of the people 
increased fast; but its quality improved little, if at all, till 
the passing of the New Poor Law in 1834. Since that 
time the rapid growth of the town population has, as we shall 
see in the next Chapter, tended to increase mortality ; but 
tliis has been counteracted by the growth of temperance, of 
medical knowledge, of sanitation and of general cleanliness. 
Emigration has increased, the ago of marriage has been 
slightly raised, and a somewhat less proportion of the whole 
population are manned; but, on the other hand, the ratio of 
births to a marriage has risen ; the net result being that popu- 
lation has grown nearly steadily. 

§ 5. Early in last century, when wages were low and wheat 
was dear, the working classes generally spent Modern causes 
more than half their income on bread : and con- affectine mar- 
sequently a rise in the price of wheat diminished 
marriages very much among them : that is, it diminished very 
much the number of marriages by banns. But it raised the 
income of many members of the well-to-do classes, and there- 
fore often increased the number of marriages by license. Since 
however these were but a small part of the Avhole, the net 
effect was to lower the marriage-rate. But as time went on, 
the price of wheat fell and wages rose, till now the working 
classes spend on the average less than a quarter of their in- 
comes on bread ; and in consequence the chief influence on 
the marriage-rate is exercised, not by the price of wheat, but 
by valuations of commercial prosperity. 
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Since 1873 though the average real income of the popula- 
tion of England has indeed been increasing, its rate of in- 
crease has been less than in the preceding years. But 
meanwhile there has been a great fall of prices, and con- 
sequently a great fall in the money-incomes of many classes 
of society; and people are governed in their calculations as 
to whether they can afford to marry or not, moro by the 
money income which they expect to be able to get, than by 
elabomte calculations of changes in its purahasing power. 
The standard of living thcrofore .among the working classes 
has been rising rapidly, perhaps more rapidly than at any 
other time in English history: their household expenditure 
measured in money has remained about stationaty, and 
measured in goods has increased very fast*. 

1 Tho mnxtiago nito is now rcckoiiod as tiic uumlicr ot persons who aro 
mniried (not the iramber of marriages wliidi take place) for every tlionsnnd of 
the population. It was 17'G in 1873; it fell to 14'2 in 18SG; rose to IG'5 in 
1899; and in 1903 it was IG‘3. Comparing the habits of different nations we 
find that in the Teutonic countries of Ceiitml and Northern Europe, the ago 
of marriage is keiit late, partly in consequence of the early years ot manhood 
being spent in tlie nimy. In hVnnce, controry to general oi>uiion, early 
marriages on the part of men are not rare; while on the part of women they 
arc more common than in any country for whidj wo hare statistics, except 
the Sclavonic comitrics, where they are mudi the highest. In the Cuited 
Kingdom and America there is no compulsory service, and men marry early. 
The maninge-nito, the birth-rate and the death-rate are dimhiishing in 
almost every' country. But the general mortality is high where the birth-rate 
is high. For instance, both are high in Sclavonic countries, and both are low 
in the North of Europe. The death-rates are low in Artrtralasia, and the 
“natural" increase there is fairly high, though the birth-rate is low nitd 
filling first. 
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CHAPTER V. 

Tin: HrAl.TII AXD KTHEXfiTH OK THK rOPVIATinX. 

;■ I. Vj. hjiv«* MC'Xt to ronsulcr tlu* ciiiiditioiis du wliicli 
njid sfren"lh,.phvBi«iK mnntal nnd . . , 

‘ , . * . , 1 onsin or 

’.luinii. Tii'‘y nrc ilic Iku-ik- of .inrlujitnal .cuici- industrial eili- 
piipy, **!i which tlio pm<Iuc(inu of mntcruil wcallli 

while- on Ihn otlw-r hand tho chief importance of 
inntenni wi-.-iIth lit-'- in the fact tliut, wlicn wisely nsed, ii 
iKerm'-''-s th<- health and st-rength. physical, mental and moral 
of the hmnan race. 

] u many oi»upations iuduatnaLcilioiency requires little else 
than physical vicour: Uiatjs, mpspular strongtli, ph^-aicai 
a g'-'tfl consticutioo- and„cnoiT5etic. habits. In "trencth. 
e-st inintin!r inu-sculnr, or indeed any other kind of strength for 
indu«-trial puqiose.*, we must take account of the numlier of 
hour: in the day. of the number of days in the year, and. the 
numb-'r of y»>nrs in the lifctimt^ during whidi it can bo 
p.veried. Dut witli this precaution wo can measure a man's 
rau«-eulnr e.xertion by the number of feet ihrougli which his 
work would rai-oe a pound weighty if it wore applied directly to 
this use ; or in other words by the number of “ foot pounds” 
of work that he docs’. 

1 Tills mcasnm can lie ap^ied directly to most kinds of navTics' and porten' 
work, and Indirectly to many kinds of agrienltiintl work. In a controversy 
that was waged after the great agrienltaTal iodt-oot as to the relative efficiency 
of nuskiUed labonr in the South coid Kotth of England, tbo most trastwortl^ 
measure was fotmd in the jnnmlier of tons nf material that a man wonld load 
Into a cart in a day. 
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In backward countries, particularly where there is not 
much use o£ horses or other draught animals, a great part of 
men’s and women’s work may be measured fairly well by the 
muscular exertion involved' in it. But in England less than 
one-sixth of the industrial classes are now engaged on. work 
of this kind ; while the force exerted by steam-engines alone 
is more than twenty times as much as could be done by the 
muscles of all Englishmen. 

Although the power of sustaining great muscular exertion 
General seems to rest on constitutional strength and other 
vigour. physical conditions, yet even it depends also on 
force of will, and strength of character. Energy of this kind, 
which may perhaps be taken to be the strength of the man, as 
dis tin guished from that of his body, is moral rather than 
physical; but yet it depends on the physical condition of 
nervous strength ^ This strength of the man himself, this 
resolution, energy and self-mastery, or in short this vigour” 
is the source of all progress : it shows itself in great deedi^-in 
great thoughts and in the capacity for true religious feeling. 

§ 2. In discussing the growth of numbers a little has 
been said incidentally of the sa<uses which determine length 
of life: but they are in the main the same as those which 
,detennine.con8titutionaL.8trengili.^d_yigour, and they will 
occupy our attention again in the present chapter. 

The first of these causes is the climate. A warm climate 
Influence of » not altogether hostile to high intdlectual and 
climate. artistic work : but it prevents people from being 
able to endure very hard exertion of any Hnd continued for 
a long time. 

Climate has also a large share in determining the neces- 
The nrr ri rnii BB>ries of life^.the first of .which is food. Food must 
tieaofiife. supply the nitrogenous and other elements that 

1 This must be distingoisbed from nerronsness, which, as a rule, indicates 
a genrarnl defieiene7 of neirons strength ; sometimes it proceeds hom 

nerrons imtal^l^ ywt <4 IndpupPr 
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are required to build up growing tissues and to repair the 
waste of the body. It must also afford heat, some of which 
can be converted into muscular force; and for this purpose 
carbonaceous food, when it cajx be properly digested, is the 
cheapest '. IVIucli also depends. on .the proper preparation of 
food, and a skilled hou.sewife with ten shillings a week to 
^■spend on food will often do more for the health and strength 
of her family than an unskilled one with twenty. The great 
.infant mortality . among. the._poor-.is_largely_dueLto_the. .w.ant.of 
care. and judgment in -preparing- their- food ; and those who do 
not entirely succumb to this want of motherly cai-e often grow 
up with enfeebled constitutions. Even in London in the 
seventeenth and eighteenth centuries the mortality was eight 
per cent, greater when corn was dear than when it was cheap : 
and though tlie increase of wealth and of cliarity and the 
constant supply of cheap foreign corn has caused tlie worst 
effects of hunger to cease, yet the want of fitting food is still 
a ' frequent cause of that general weakening of the system 
I whicli renders it unable to resist disease. 

AVe have already seen that the necessaries for efficiency 
vary with the nature of the work to be done, but we must 
now examine this subject a little more closely. 

As regards muscular work in particular, there is a close 
connection between the supply of food that a man has, and 
his available strength. If the work is intermittent, as that 
of some dock labourei’s, a cheap but nutritious grain diet is 
sufficient. But for veiy heavy continuous strain, such as is 
involved in puddlers’ and the hardest navvies' other material 
work, food is required which can bo digested and necessaries, 
assimilated even when the body is tired. This quality is still 
more essential in the food of the higher grades of labour 
which involve increased nervous strain, though the quantity 
required is generally small. 

1 The nitrogenous eleraciits are most easily got from animal food. They 
exist also iu vegetable foods; but not in a form that is so easily digested. 

jr. 8 
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After food, the next necessaries of life and labour, ore 
clothing, house-room and firing; when they are deficient, the 
mind becomes torpid, and ultimately the physical constitution 
is undermined. 

§ 3.^ Next come three closely allied conditions of vigour, 
Kope. freedom namely, hopcfulncss, freedom, and change. All 
and change, histoiy is full of the rccord of i neffi ciency, caused 
in varying degrees by slavery, .serfdom, and other -foims of 
civil and political oppression and repression. Freedom, and 
hope increase. not only man!a..'nrillingness but also his .power 
for.woi^ ; physiologists tell us that a given exertion consumes 
less of the store of nervous energy if done under the stimulus 
of pleasure than of pain : and without hope there is no enter- 
prise. Security .of person and property are two conditions of 
this hopefulness and freedom ; but security always involves 
restraints on freedom, and it is one of the most difficult prob- 
lems of civilization to discover how to obtain the security, 
which is a condition of freedom, without too great a sacrifice 
of freedom itself. 

Changes of work, of scene, and of personal associations 
bring new thoughts, call attention to the imperfections of old 
methods, stimulate a “divine discontenV’ and in every way 
develop creative energy. A shifting of places enables the 
more powerful and original minds to find full scope for their 
miergies and to rise to important positions : whereas those who 
stay.at home are-often over much kept .in. their- places. Few 
men are prophets in their own land ; neighbours and relations 
are generally the last to pardon the faults and to recognize 
the merits of those who are less docile and more enterprising 
than those around them. It is doubUess chiefly for this reason 
that in almost every part of England a disproportioxratdy 
large share of the-best energy-ond enterprise is to be-found 
among those who were bom elsewhere. 

Freedom so for has been regarded as freedom from ex- 
ternal bonds. But that hiehcr freedom, whidr comes .of s^- 
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mn'STcn', i« nn ctcu muru important conflitimi for the Iiighcst 
work- Th<- Mf'vatioji of the ulealf: of life on whioh this de- 
i*! due on the one side to p<i1itical and economic cause'!, 
and on the other t»> personal and religions influences ; among 
wliit'h the influence of the mother in early childhoiKl is 

sujinTpe. 

t‘ JBudily and mcntal-heaUh-and strength arc mucli 
iafiucuced hy occupation’. At the beginning of inOuenceof 
t’ is ts.titurj’ the conditions of fectoiy work wore oecupntSon. 
neefllesfly nnlicalthy and oppressive for all, and especially for 
V'lung children. But Fnctoiy and Education Acts haro rc- 
n«ive<l the, worst of these evils from factories ; though many 
of them still linger idmut domestic industries and the smaller 
workshop<-. Infant mortality also is diminishing, though there 
remains much room for improvement in this direction. 

The higher •wages, the greater intelligence, and the better 
medical facilities of townspeople should cause infant mortality 
to bo much lower among them than in the countiy. But it 
is gi'nemlU’ higher, especially where ihoro are many mothers 
who n»‘gh‘ct their family duties in older to cam money 
waget. 

Til almost all countries Uicro is a constant migration 
tnuiirds tlio towns. Tho lar^ toums and espe- 
cially London absorb the very best blood from 
all the rest of England; tlie most entei^rising, the most 
highly gifted, those with the highest and the strongest 
characters go there to find scope for their abilities. But by 
the time their cliildroii and children’s diildren have grown up 

^ Tbe nte of mmtiility is low among ministers of reiigiou and sdiool- 
mastcra; among the agricaltuml classes, and in some other iudostriee such as 
tliose of wheclmights, shipwrights and coal-mhicrs. It is high in lead and tin 
mining, in file-mnidug and earthenware mannfnctnre. Bnt neither these nor 
any other regular trade show as high a rate of mortality os is found among 
I-ondon general lahonrera and costemongers; whUo tho highest of all is that 
of serrants iii inns. Such oeenpations ore not direct^ injnrions to health, 
but they attract those who are weak in physifine and in character and they 
eneonrago' irregnlar habits. 

o — 2 
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Avitliout healthy plaj', and without fi*esh air, there is little 
twice left of their original lugour’. 

Tlicre is perhaps no better use of public and private 
money than in providing public parks and playgrounds in 
lai^e cities, in contracting witli milways to increase the 
number of the workmen’s trains run by them, and in helping 
those of the working classes who are willing to leave the 
large towns to do so, and to take their industries with them; 
while money spent on reducing the cost of living in large 
to-wns by building workmen’s houses at a loss or in other 
ways, is likely to do almost as much harm ns good, and some- 
times even more. If the numbers of the working classes in 
the large towns are reduced to those whose work must be 
carried on there, the scarcity of their labour will enable them 
to command high -wages ; and therefore if sanitary laws and 
rules against overcrowding are ri^dly enforced, and space 
enough is secured to provide opportunities of healthy play 
for their children, those who live in laige towns will have a 
better chance of leaving a healthy progeny behind them ; and 
meanwhile some check %rill be given to the migration from 
the countiy to the towns. 

§ 5. In the earlier stages of civilization natural selection 
and competition made it the rule that those, who were strongest 
and most -idgorous, left the largest progeny behind them. It 
is to this cause, more than any other, tbat the progress of the 

1 This is seen even in trades that require but little mnscnlnr strength; 
only a veiy small proportion of those artisans to irhom London oives its pre- 
eminence as a centre of highly skilled irork come from parents trho -n'ere bom 
there; and there arc scarcely any whose grandparents were bom there. 

The death-rate of large towns gives no jnst indication of their effect on the 
health and vigour of tlio people; chieily becanselmany of the tonm inflncnces 
which lower vigour do not appreciably affect mortality. Other reasons are 
that the immigrants into towns ore generally pidied lives and in the full 
strength of youth; and that young people whoso parents live in the country 
generally go home to die. The mortally of females in London between the 
ages of fifteen and thirty-five is for this reason abnormally low. 
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huinnn nice, na of nil other fonnn of lifi^ is duo; nnd though 
in iho Inter .«!tngcs of cmKzntion tho upimr ^ , 

.clnssen have commonly married late, nnd in con* deney to weed 
scflucnco have lind fewer children than the ' 

* and cause the 

working clnaae.<i, thin hn» been compensnted stronetosur. 
for 1)3* the fnct that ninoiig the working clnsspi! 
themselves tho old rule has held; and the vigour of tho 
nation that is tending to l)c dnmpnl out among tlio iijipiir 
classes is thus replenished liy the fresh stream of strength 
that is constniitl}’ welling tip from below. But in France for 
a long time, recentlj* in /Vmcrica, nnd to a less extent in 
England, there has been somo tendenr}* for tho abler nnd 
more intelligent part of tho working elnas ])npulnlion to 
avoid hainng huge families; and this is a source of great 
danger. 

There are increasing reasons for fearing, that though the 
progress of medical science nnd sanitation is 
saving from death a continunlty increasing numlior terneied by 
of tho children of those who are feeble plij'sicnll}* """* 
nnd mentally; yet meanwhile those who are strong, are tending 
to defer their marriages nnd in other w.ays to limit the number 
of children whom they leave behind them. Tho causes arc jiartly 
selfish and partly* unselfish; nnd the fonner prolxibly do less 
harm than tho latter; for perhaps it is bc.st fur the world that 
hard and frivolous people should leave but few descendants 
of their own type. But somo people many late, nnd have 
few children, in consequence of a desire to secure ns good a 
social position ns possible for themselves and their children. 
This desire contains many elements that fall short of tho 
highest ideals of human aims, and in somo ciiscf^ a few that 
are distinctly ba.so; but after all it has been one of tho cliief 
factors of progress, and those who are affected by it indudo 
many of the best and strongest of tho roco. Such persons, 
having a high sense of duty, are specially likely to be in- 
fluenced by tho doctrine that largo families aro injurious to 
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t)lio world and that they can do better for a .‘^inall than for a 
large family. 

There are other considerations of which account ought to ■ 
Practical con- be taken ; but .so far as the points discussed in 
elusion. concerned, it seems primd facie 

advisable that people, should aiot .bring children into the world, 
till they can see their way to giving them.at least -as -good an. 
education both physical and mental as they themselves had; 
and that it is best to marry moderately early provided there 
is sufficient self-control to keep the family within the requisite 
bounds without tmnsgressing moral laws. The general adop- 
tion of these principles of action, combined with an adequate 
prorision of fresh air and of healthy play for our town 
populations, could hardly fail to cause the strength and -vagour 
of the race to improve. And we shall presently find reasons 
for believing that if the strength and vigour of the race 
improves, the increase of numbers will not for a long time 
to come cause a diminution of the average real income of the 
people. 

Thus then the pi-ogress of knowledge, and in particular' 
The forces of of medical science, the ever-growing actirity and 
good and evil, of Government in all mattem relating to 

health, and the increase of material wealth, all tend to lessen 
mortality and to increase health and sti-ength, and to lengthen 
life. On the other hand, vitality is lowered and the death- 
rate raised by the rapid increase of town life, and by the 
tendency of the higher strains of the population to many 
later and to have fewer children than the lower. If the' 
fonner set of causes Avere alone in action, but so regulated as 
to aA'oid the danger of over-population, it is probable that 
man would quickly rise to a physical and mental excellence 
far superior to any that the Avorld has yet knoAvn; Avhile if 
the latter set acted unchecked, he Avould speedily degenerate. 
As it is, the tAvo sets hold one another A’^ery nearly in balance, 
the former slightly preponderating. While the population 
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of England continues to increase, those who are out of health 
in body or mind are certainly not an increasing part of the 
•whole j and the rest are much better fed and clothed, and 
with a few exceptions are stronger than they were. 

It is sometimes urged that the death-rate in some large 
towns, and especially in I^ondon, is not as high as might have 
been anticipated if town life is really injurious to health and 
■vigour. But this argument seems untrustworthy, partly 
because many of the town influences which lower vigour, do 
not much affect mortality ; and partly because the majority of 
immigrants into the towns are in the full strength of youth, 
and of more than average energy and courage ; while young 
people whose parents live in the country generally go home 
when they become seriously ill. 

It is not to be concluded from this that the race is degene- 
rating physically, nor even that its nervous strength is on the 
whole decaying. On the contrary the opposite is plainly true 
of those boys and girls who are able to ‘enter freely into 
modem outdoor amusements, who frequently spend holidays 
in the country and -whose food, clothing and medical care are 
abundant, and governed by the best modern knowledge. But 
until quite recently the children of the working classes in 
large towns have had a bad time : and it is doubtful whether 
the recent diminution of their hours of labour, the advances 
of sanitation and medical science, improvement of their food 
and clothing, of their education and even in some oases their 
playgrounds quite make up for the evils inherent in town life’. 

1 Mauclicster and other very large towns are not now growing as fast as 
they were doing earlier in this century. Not only are the centres of such 
towns more and more taken np hy warehouses and other huildings which are 
occupied in the day. time hy people who live in the suburbs; but further, 
the medium sized towns and spreading industrial districts are gro-wing fast 
partly at the expense of very large towns. This change seems likely to be 
hastened hy the growing cheapness and efSciencyof the electrical transmission 
of force. 
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CHAPTER VI 

INDUSTRIAL TRAINING. 

§ li Havixu discussed the causes M’hicli govern the 
growth of a numoi'ous and vigorous population, we have next 
to consider the training that is required to develop its in- 
dustrial efficiency. 

Very bacieward-raoos are unable to keep on at any kind 
Unsi-iiiedia Work for a long time; and even.the-simplest 
bour a relative form of what we -Tegiml-as—iuiskilled - Work is 
skilled work itdativd.y. to.-tIiem ; focJUM!y_hnvjB 
n ot th e requisite assiduity, and they .con acquire it .only by a 
long course of training. But where education is universal, 
an occupation may fairly be classed as unskilled, though it 
requires a knowledge <rf reading and writing. Again, in 
districts in wliich manufactui'cs have long been domiciled, a 
habit of responsibility, of carefulness and promptitude in 
handling expensive machineiy and materials becomes the 
common property of all; and then much of the Avork of tending 
machineiy is said to be entirely mechanical and unskilled, 
and to coll forth no human faculty that is worthy of esteem. 
But in fiict it is probable that not one-tenth of the present 
populations of the world have the mental and moral faculties, 
the intelligence, and the self-control that are required for it: 
perhaps not one half could be mode to do the Avork well 
by steady training for two generations. Even of a n^u- 
facturing population only a small part are capable of doing 
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ninny of tlio tiRkn that appear at first sight to Imj entirely 
monotonous. Mnchino-wc.ti'ing, for instance, simple ns it 
scorns, is clinrierl into higher and lower grades; and most of 
thase who work in tlie lower grades hare not “the stuflf in 
them"’ that is rcquircfl for weaving with several colours. 
And the difiercnccs arc even greater in industries that deal 
with hanl matcri.iK wood, metals, or ceramics. 

Some kinds of manual work require long-continued prac- 
tice in one .set of operations, hut these cases are not very 
common, and they ara iM'coining rarer: for machinciy* is con- 
stantly t.akim; over work that requires tnamial skill of this 
kind. It is indeed true that- a general command over the 
UM' of one's fingers is a very imporbint element of industrial 
cfliciency ; hut this is the result chiefly of nen’ous strength, 
and f«i£-mae{erj'. It is of course developcrl hj* training, hut 
the greater jKirt of this may lie of n general character and 
not special to tho particular ocnipatinn : just as a gnorl 
cricketer .«oon Iciims to play tennis well, so a skilled artisan 
can often mov<}.inlo_other:«tmdfis...u;ithDut Juiy grmii. and 
lasting Joss-oLelBcienpy. 

Manual . skill that is so specialized, as to ho wholly in- 
capable of lieing tmitsfcircd from one occupation to another, 
is becoming ste.-idily less and less important. Putting aside 
for tho present the iaculties of artistic perception and artistic 
creiltinn, we may Siiy that what nia1fi»a_nnn_ncMip.tfinTi liiglior 
than anotlier, wlrnt mokes l]>e..workocs.~o£.ouc~town-or 
Gountiy more eflieient thnn-iliosc. of another, is chiefly a 
niperiority in gcncml sagacity, and saiaxgy. wliich is -not 
specialized to any one trade. 

To he able to liear in mind manj' things at a time, to 
have everything ready -when wanted, to act promptly and 
show resource when anything goes wrong, to nccommorlnto 
oneself quickly to changes in details of tho work done, to bo 
steady and trustworthy, to have always a reserve of force 
which will come out in emeigency, these are tho qualilaos 
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which make a great industrial people. Th^ are not peculiar 
to any occupation, but are wanted in nil; and if they cannot 
always bo easily transferred from one trade to other kindred 
trades, the chief reason is that they require to be supple- 
mented by some knowledge of materials and familiarity with 
special processes. 

We may then use the term genjeroX abili^ to denote 
Qeneni and faculties and that general knowledge and 

Specialized intelligence which are in varying degrees the 
ability. common property of all the higher grades of 

industry : while that manual dexterity and that acquaintance 
with particular materials and processes wliich are required for 
the special purposes of individual trades may be classed as 

§ 2. Creneml,.obility_depends la 5 gely_on the surroundings . 
Influence of cbildhood ond.youth. In this the first and far 
the home, the most powerful influence is that of the mother. 

Next comes the influence of the father, of other diildren, and 
in some coses of servants. As years pass on the child of the 
working man learns a great deal from what he sees and hears 
going on around him; and when we enquire into the ad- 
vantages for starting in life which children of the iicdl-to-do 
classes have over those of artisans, and which these in tlieir 
turn have over the children of unskilled labourers, we shall 
have to consider these influences of home more in detail. 
But at present we may pass to consider the more general in- 
fluences of school education. 

little need be said of general education; though the in- 
fluence even of that on industrial efficiency is 

School. greater than it appears. It is true that the 
children of the working classes must very often leave school, 
when they have but learnt the elements of reading, writing, 
arithmetic and drawing; and it is sometimes aigued that part 
of the little time spent on these subjects would be better 
given to practical work. But the-odvance-made— during' 
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school-time. is. impo^nt not so.mucli.on its. own-account,. os 
for the power of future advance whicIuA.JchooLeducation. 
gives. Beading and writing afford the means df that wider 
intercourse which leads to breadth and elastimty of mind, 
and which is enabling the working man of to-day to bo as 
capable a citizen as was the country gentleman of lost 
century’. 

§ 3. Technical education used to mean little more than 
imparting that manual dexterily and that ele- Technical 
mentaiy knowledge of macliinety and processes, edncatton. 
which an intelligent lad quickly picks up for himself when hit 
work has begun; though if he has learnt it beforehand, he can 
perhaps earn a few shillings more at starting than if he had been 
quite ignorant. But such so-called education does not develop 
faultiest ilLratherdunders -them.from being developed. A lad, 
who has picked up the knowledge for himself, has educated 
himself by so doing; and he is likely to make better progress 
in the future than one who has been taught in a sdiool of this 
old-fasliioncd kind. Technical education is however outgrowing 
its mistakes ; and is aiming, firstly, at giving a general com- 
mand over the use of eyes and fingers* (though there are signs 
that this work is being taken over bj' general education, to 

1 It h troe that leurnine to spell does sot edacate the facilities to any con- 
sidenhle extent, ond that the time spent on it is nearly wasted. U speUins 
and pronondation conld be hronght into hannony in the En^ish hmenaBo, os 
they are in most other longooees, children would, it has been estimated, he 
able to read flaently a year earlier than they can now. 

* .^ccoriUng to the best Engiidi opinions, tedudesl ednention for the 
hisher ranks of indnstty should keep the aim of dereliqnng the faculties 
almost 08 constantly before it oa general edacation does, tt dionld rest on 
the some basis ns n thorongh geneRd edneation, but Bbonld go on to work ont 
in detail special branches of knowledge for the benefit of partienlar trades. 
Onroirndionld be to add the sdentific training in whiidi the oonntries of Westem 
Enrepe ore ahead of ns to that dating and restless energy and those practical 
instincts, whidi sddom flonridi unless the beet yean of yonth are qient in 
tlio workidiop: recollecting always that whatever a yonfh learns for himself 
^y direct experience in welheondncted works, teaches him mote ond etimnlates 
his mental activity more than if it were taught him by a master in a tedmieol 
school with model instmments. 
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M'liicli it properly belongs) ; /ind secondly at imparting artistic 
skill and knowledge, and methods of investigation, which are 
useful in particular occupations, but are seldom properly 
acquired in the course of practical work. Every advance in ‘ 
the accuracy and versatility of automatic machinery narrows 
the range of manual work in which command over hand and 
eye is at a high premium. 

According to the best English opinion^ technical education 
for the higher ranks of indiistiy should keep the 
ofEngHsh developing the faculties almost as con- 

Ktantly before it as general education docs. It 
should rest on the same basis ns a thorough 
general education, but should go on to work out in detail ' 
special branches of knowledge for the benefit of particular 
trades. Our aim should be to add the scientific training in 
which the countries of ‘Western Europe are ahead of us to 
that daring and restless energy and those practical instincts, 
'which seldom flourish unless the best years of youth are spent 
in the workshop. A substitute is however needed for the old 
apprenticeship S 3 ' 8 tem, which is not generally adapted to 
modem conditions, and has hrllen into disuse. 

§ 4. It is true that there are many kinds of work which 
con be done as efficiently by an uneducated as by an educated 
indiKct bene- '«^o*’kman : and that the higher branches of edu- 
fita of a good cation are of little direct use except to employers 
education. foremen and a comparatively small number 

of artisans. But a good, education confers great indirect bene- 
fits even on the ordinary workman. It stimulates Jiis mental 
acth'ity; it fosters in him. a liabit of -wise -inquisitiveness; it 
makes him more intelUgent, more ready, more trusWorthy in 
his ordinary work ; it raises the tone of his life in worldng 
hour's and out of working hours; it is thus an important 
means towards the pi'oduction of. material wealth; at the same 
time that, regarded os an end in itself, it is inferior to none of 
those which the production of material wealth con be mode to 
subserve. 
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■\Ve must how-CTCr look in anothor direction for a part, 
pi‘rlinps tlic greater part, of the iminedinte economic gain 
which the nation may derive from an improvement in the 
general and technical education of iho mass of tho people. 
AVe must look not so much at those who stay in the rank and 
iile of the working classes, os at those who rise from a humble 
liirtli to join the higher ranks of skilled artisans, to become 
foremen or employers, to advance the boundaries of science, or 
po«-<ibly to add to the national wealth in art and liteniture. 

riic laws which govern the birth of fenim are inscrutable. 
It is proliable that the percentage of children of 
tho working classes, who are endowed witli natural mue^Mturnl 
abilities <if the highest order, is not so great ns ™“* *“ 
that of the children of people, who have attained 
or have inherited a higher position in society. But since tho 
manual labour classes are four or five times ns numerous as all 
other clns.ces put together, it is nut unlikely that more than 
half the licst natural genius tlwt is bom into the country* 
Ijclongs to them : and of this a gnat part, is fniillessJ^Ar^'ant 
of op p ocl u nity. There is no extravagance more prejudicial tO’ 
the gnnrth of national wealth than that wasteful negligence' 
which allows genius that happens to bo bom of lowly parent-] 
age to expend itself in lowly -work. No change would conduce* 
so much to a rapid increase of material wealtli os an impro^'e- 
ment in our schools, and especially those of the middle grades; 
prorided it is combined Arith on extensree system of scholar- 
ships, wliicli will enable tlie clever son of n working man to 
lire gradually from school to school till ho had tiio host theo- 
retical and practical education which the age can give'. 

§ 5. ]kIo5t parents are willing enough to do for tlieir 
children what tlieir oivn parents did for them ; and perhaps 
oven to go a little beyond it, if they find tliemsdves among 

1 The influence exerted on nnUonnl prosperity by edneation of nil kinds 
araernl, technical and nrUstle, is new attmetinB increased attention, and 
Lngland is setting herself to iirofit hy the experiences at other conntriesia 
this matter. 
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neighbours wlio happen to Iuia'C a rather higher standard. 

But to do more than this requires, in addition 
parem^forthe moral qualities of unselfishness and a 

education of -\vannth of afiection that are perhaps not rare, a 
certain habit of mind which is as yet not A'ery 
common. It requires the habit of distinctly realizing the 
future, and of regarding a distant CA’^ent as of nearly the same 
importance as if it Avere close at hand, — a habit Avhich is at 
once a chief product and a chief cause of ciA'ilization, and is 
seldom fully developed except among the middle and upper 
classes of the more cultivated nations. 

Mill Avas so much impressed by the difficulties that beset a 
Industrial parent in the attempt to bring up his son to an 
grades. occupation Avidely diiTerent in character from his 
OAvn, that he said': — “So complete, indeed, has hitherto been 
the separation, so strongly marked the line of demarcation^ 
between the different grades of labourers, as to be almost 
equivalent to an hereditary distinction of caste ; each employ- 
ment being chiefly recruited from the children of those already 
employed in it, or in employments of the same rank AAuth it 
in social estimation, or from the children of persons who, if 
oiiginally of a loAver rank, have succeeded in raising them- 
selves by their exertions. The liberal- professions are mostlj^ 
supplied by the sons of either the pi*ofessional or the idlo 
classes-: the more hijrlil y ski H er? manuaLemployments are filled 
up from the sons of skille.cLiu:tisajis or the class of tradesmen 
Avho rank Avith them : the loAver classes of skilled employments 
are in a similar case ; and unskilled labourers, Avith occasional 
exceptions, remain from father to son in their pristine con- 
dition. Qpnseqiiently the Av.ages of each class-haA'e Joitherto 
been .regulated ,by:_,tlie_increa5.e_of its oavu nopulation, rather 
than -that, of the-general population of .the .country." 

But he goes on, “The changes, howcAmr, noAv so rapidly 
taking place in usages and ideas are undermining all these 
1 Book II. ch. xn'. § 2. 
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clistiTictions;'’ sincn he wrote, tho hmacl Hhpr of chviRioii. 
whi(*}i ho {Miiiitnl nut Imvp )>ppn nhnnst n1>litpmt(‘(l 
l)y lh«- r.ipicl action of tlioRC causes wliicli, ns we taven^deii 
saw earliiT in the diapter, an* rccliicing tlte "refadini: 
amount of skill ami ability mfuired in some ocuu- 
jcitions and increasing it in others. W'n csinnnt any longer 
f resanl dilFfrent oecupiitions ns distributinl among four great 
|ilni.es : hut we mar js-rlinjes think of them ns resenihling n 
lorn; flight of stejis of unequal breadth, some of them lieing so 
hruvl a*- ifi act as landing stages. Or even better still we 
niiirlit pictun* to ourselves two flights of .stairs, one neiiresontr 
ing the ‘‘4rml-)iiuuIed-industtii>R*’ and the other “tliu soft* 
handc*l indu.stries liccausc the vertical division between 
tbe-c two is i.*i fact as broad and ns clearly marked n.s the 
horiront.-d di^•i'■inn hclwcen any two grades. 

iJut though pawmts generally bring up their children to 
o;cup.stion.« in their own grade, and thendoru the Pntvitionai 
t<»tal supply of hilKjur in any grade in one gene- eoneiuston. 
ration is in a great measure determined by the nunihers in 
that grade in the preceding genemtiun, yet within the grade 
itself there i« gCCaU>r<4llobility. If-tho ntlvantages of any-onn 
ttccupaMou. in it rise above the average,. there is a quick, influx 
of-yontlr-from.oUicr.occapntionsJntyJ.lic.gmflc. Tl»o vertical 
movement from one grade to another is seldom very' rapid or 
on a very large scale ; but, when tbo advantages of n grade 
have risen txdatively to the difficulty of the work required of 
ir, many bmall .streams of labour, both youthful and adult, 
svill begin to flow towards it; and thougli none of them may 
be vciy large, they will together have a sufficient volumo to 
satisfy before long the increased demand for labour in that 
grade. 

'^Vc must defer to a later stage a fuller discussion of tbo 
obstaelcs wliicb the conditions of any placo and time oppose 
to the free mobility of labour, and also of the inducements 
wluch they offer to anyone to change his occupation or to 
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bring up his son to an occupation different from his own. 
But we have seen enough to conclude that) .other-things4)eing 
equal, .an mcreas^ ir .th§ earnings thgiiius to be got hjt-labour 
increases its_rate.j)f_gi-03yth^r. In other-words, -a~rise-in-4ts 
demand-price-inoreases-the^supply-of-it. If the state of know- 
ledge, and of social and domestic habits be given, then the 
vigour of the population, and both the numbers and vigour 
of any trade in particular, may be said to have a supply price 
in this sense, that there is a certain level of the demand price 
which will keep them stationary; that a higher price would 
cause them to increase, and that a lower price would cause 
them to decrease. The same proposition holds true as to the 
numbers of population as a whole in nearly all countries. 
But the influence of economic causes on the growth of num- 
bers is very uncertain in its action especially where, as in 
Tkance, all but the very poorest classes lay great store on the 
inheritance of family property. 

During these three chapters we have discussed the supply 
of labour mainly as a means towards the production of ma- 
terial wealth. But here, as in every other economic inquiry, 
we must bear in mind that the^nly-aim'-of-tiiat-production 
is the development of -the -people in-numbers, in health, -in 
strength,- in happiness.and above allin character. 
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CHAPTER VII. 

THE CUOMTTH OF WEAT.TH. 

§ 1. TliK-cnrlieiit- fnirnK-Af-wmlth-woro probably implc* 
aiPnt*»-for-}iuntin« nnfl-fi*«lnngj-«ii<l-porsoiml omo* of 

nicnls; nnd, in cold cftuntrics, dotluaguuidLliutR. wealth. 

As nambcrs thickened nnd the people settled down to ngri- 
culturc, cultirntcfl land t<iok the first plnco in the invcntoiy 
of wealth ; nnd that part of the value of the land which was 
due to improvements (among which wells held a conspicuous 
place) became tho chief element of capital, in the narrower 
sense of t>hc term. Kext in importance came housc.s, domesti- 
cated animals, nnd in some places Ixxits and ships; but tho 
implements of production whether for use in agriculture or 
in domestic manufactures remained for a long time of little 
value. Daring all this time the only trade tlmt used very 
expensive implements was tho trade of cariying goods by 
water: the -weavers’ looms, the husbandman’s ploughs and the 
blacksmith's anvils were of simplo construction oiid -were of 
little account beside the merchant's ships. But in tho eight- 
eenth century England inaugurated tho era of expensiro 
implements. 

Tho implements of the English farmer hod been rising 
slowly in value for a long time ; but the progress Modem fonns 
-was quickened in the eighteenth century. After of wealth, 
a while the use first of water power and then of steam power 
caused ifae rapid substitution of expensive machinery for in- 
expensive hand ^Is in one department of production after 
another. As in 'wlier times the most expensive implements 
-were ships and, in. some cases, canals for navigation and ini- 
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gation ; so novr they are the meaus o£ locomotion in general — 
roiliyays and tramways, canals, docks and ships, telegraph and 
telephone systems and water-works: even gas-works might 
almost come under this head, on the ground that a great part 
of their plant is devoted to distributing the gas. After these 
come mines and iron and chemical works, ship-building yards, 
printing-presses, and other large factories full of expensive 
machinery. And, on whichever side we look, we find that the 
progress and diffusion of knowledge are constantly leading to 
the adoption of new processes and new macluneiy, which 
economize human effort on condition that some of the effort is 
spent a good while before the attainment of the ultimate ends 
to which it is directed. 

Aa^vilization progresses, .man „dey.elops.new> wants, jind 
new-and, mpra ^expensive-ways iff gratifying them. There 
seems to be no good reason for bdieving that we are anywhere 
near a stationary state in whidl there will be np new im- 
portant wants to be satisfied ; in which there will be no more 
itxjm for profitably investing present effort in providing for 
the future; and in which the accumulation of wealth will 
cease to have any reward. The-whole -history-dfljnan ^hqws 
•that-hi8>>wants . expand -with-.the_growrii ..of Jiis._w.eBlth.. jind 
knowledge. And with the growth of openings for the in- 
vestment of capital there is a constant increase in that surplus 
of production over the necessaries of lif^ which gives the 
power to save. 

§ 2. The Jiabit ,o£ distinctly .iieoliring^the.. future and 
providing- for it has., developed, itself .slowly., anil 
fitfully in.:the.o()urae of man’s history. Travel- 
tell us of tribes who might double their 

UI6 fUtllinC* ^ 

resources and enjoyments without increasing their 
total labour, if they would only apply a little in advance the 
means that lie >vithin their power and their knowledge; as, 
for instance, by fencing in their little plots of vegetables 
against the intrurion of '\rild animals. 
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But even tliis -apathy is perhaps less strange tlian tlie 
wastefulness that is found now among some classes in our 
own cotintiy. Gases are not rare of men who alternate be- 
tween earning two or three pounds a week and being reduced 
to the verge of starvation: the utility of a shilling to them 
when they are in employment is less than that of a penny 
wlien they are out of it, and yet they never attempt to make 
provision for the time of need. At the opposite extreme 
there are misers, in some of whom the passion for samng 
borders on insanity; while, even among peasant proprietors 
and some other classes, we meet not unfrequently with people 
who carry thrift so far as to stint themselves of necessaries, 
asid to impair their power of future work. Thus they lose 
every way : they never really enjoy life ; while the income 
which their stored-up wealth brings them is less than they 
would have got from the increase of their earning power, if 
they had invested in themselves the Avealth that they have 
accumulated in a material form. 

In India, and to a less extent in Ireland, we find people 
who do indeed abstain from immediate enjoyment and save 
up considerable sums Arith grea t self- s acrifi ce, but spend all 
their savings in lavish -festivities, at. funerals-ancLouarriages. 
They make iii.termittent'-proAdsion~-for''the"near"future, but 
scarcely any permanent.provision for'the^distant-future ; the 
great engineering works by Avhich their productive resources 
have been so much increased, haA'e been made chiefly with the 
capital of the much less self-denying race of Englishmen. 

Thus the .causes-Avhich-controBthe-accumulation-QLav.ealth. 
differ, widely in. different countries -and different-ages. They 
■ are not quite the same among any two races, and perhaps not 
even among any tAAm social classes in the same race. They 
depend much on social and religious sanctions; and it is 
remarkable Iioaa", Avhen the binding force of custom has been 
in any degree loosened, differences of personal character will 
cause neighboure bi'ought up under like conditions to differ 
from one another more widely and more frequently in their 
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habits of extravagance or thrift than in almost any other 
respect. 

§ 3. Tlio thiiftle.ssnc.ss of early times vras in a great mea< 
Security as a "want of sQcurity that thosc who 

condiuonof made provision for the future would enjoj' it: 
savinff. yfQfQ already wealthy, were strong 

enough to hold what they had saved ; the laborious and self; 
tionying peasant who had heaped up a little store of wealth 
only to see it taken from him by a stronger hand, was a 
constsint warning to his neighbours to enjoy their pleasure 
and their i-cst when they could. The liorder country between 
England and Scotland made little progress so long as it was 
liable to inccs.sant foRiys ; there was very little saving by the 
Erencli peasants in the eighteenth century when they could 
escape the plunder of the tax-gatherer only by appearing to be 
poor, or by Irish cottiers, who, on many estates, not very many 
years ago, were compelled to follow the same course in order 
to avoid the landlords’ claims of exorbitant rents. 

Insecurity of this kind has nearly passed away from the 
civilized w'orld. But we are still suffering in England from 
the effects of the -PooislRW which ruled at the beginning of 
lost century, and which introduced a new form of insecurity 
for the working classes. For jt arranged that part of their 
wages.should,- in -effect^ .be .given in .the. .form, of poor r^ef; 
and that .this..8hould Jbe-distributed~among_them-in -inverse ' 
proportion -to .theicJLndastry_and thrift- and forethought^ so 
that many thought it foolish to-make provision for the future. 
The traditions and instincts, which were fostered by that e^'il 
experience, are even now a great hindrance to the progress ■ 
the working classes; and the principle whirii nominally at 
least underlies the present Poor-law, that the State should 
take account only of destitution and not at all of merit, acts 
in the same direction though with less force. 

Insecurity of this kind also is being diminished: the 
gix)wth of enlightened views os to the duties of the State and 
of private persons towards the poor, is tending to moke it 



THE OnOWTir OF WEALTH. 


133 


every day more true that those who have helped thcniselves, 
and endeavimred to provide for their o«-ii future, %vill be cared 
f»»r by society better than the idle and tlic thoughtlefw. But 
the j>rogress in this direction remains slow, and there is much 
to be done yet. 

Agitin. modem methods of business have hniught with 
them iipportiuiiiic.'-' for .Uie..safc inycstuicut .of xapitsi] in such 
ways as to yield a revenue to persons who have no good 
oi'iiort unity of engaging in any limnuess, — not even in that 
of agriculture, where the land will under some conditions act 
n*s a trustworthy savings-bank. These new opportunities have 
induced some people who would nut othcru*iso have attempted 
it to put by something for their own old age. And, what 
has hail a .still greater clTcct on the growth of wealth, it has 
rendered it far easier for a man to pro\-ide a secure income 
for his uifp and children after his dcatli : fur, after all. family 
nflcction is the main motive of snriug. There are many wants 
against which it is imp^sible to provide directly by storing 
up goods. But he who has stored up capital from which he 
derives a money income can buy what lie will to mmt his 
needs os they arise. 

§ 4. That men labour and mvo clncMlyJkir the soke .of 
their families and not fur themselves, is shown 
ijy the fact that thi^’ seldom spend, after they Jjve o?aaWne 
have retired from work, more than the income anfec- 

that comes in from their sa^dngs, preferring to 
leave their stored-up wealth intact for their families; while 
in this country alone tu'cnty millions a year are saved in tho 
form of insurance policies and are available only after tho 
death of those who save them. 

A man can have no stronger stimulus to energy and enter- 
prise than the hope of rising in life, and leaving his family to 
start from a higher round of the social ladder than that on 
which ho began. It may even give him an overmastering 
pa-ssion which reduces to insignificance the desire for ease^ 
and for all ordinary pleasures, and sometimes even destroys in 
him the finer sensibilities and nobler aspirations. But, os is 
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shown by tlio niniwellous growth of wealth in America during 
tlio pr&scnt generation, it makes him a mighty producer and 
accinnulntor of riches; unless indeed he is in too great a huriy 
to grasp the social position which his wealth will give hin). 
For his ambition may then lead him into os great extrava- 
gance ns could have been induced by an improvident and self- 
indulgent temperament. 

The greatest savings are made by those who have been 
brought up on narrow means to stern hard work, who have 
retained their simple habits, in spite of success in business, 
and who nourish a contempt for showy expenditure and a 
desii'e to bo feund at their death richer than they had been 
thought to bo. This t 3 rpe of character is finqucnt in the 
quieter parts of old but vigorous countries, and it was veiy 
common among the middle classes in the niral districts of 
England for more than a generation after the pressure of the 
great Fronch war and the heavy taxes that lingered in its 
wake. 

' § 5. Next, as to the sources^'accumulation. The power 
±0 save depends-on an- excess of- income orer -ne- 
accumu^Mfon ccssary expenditure^ .and -this is .greatest -among 
come^'SoRtB wealthy. In this countiy, most of the larger 
incomes, but only a few of the smaller, are chiefly 
derivedfrom .capital. And, early in the present century, the 
commercial classes in England had much more saving habits 
than either the country gentlepien or the working dasses.- 
These causes combined to make English economists of the last 
generation regard savings as mode almost exclusively front 
the profits of capital. 

But even in modem England rent -and the earnings of 
professional men.and.of hired workers are an important source 
Rent and earn- 9^ accumulation; and they have been the diief 
ines. source of it in all the earlier stages of dviliza- 

tion. Moreover the middle, and especially the professional 
classes, have always denied themsdves much in order to invest 
capital in the education of their children ; while a great pari, 
of the wages of the working classes is invested in the physical 
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honltli nnd strength of their children. The older economists 
Ionic too little nceount of the fact that human faculties are as 
important a means of pi^xluction as any other kind of capital ; 
and we may conclade, in opposition to them, tlisit any change 
in the disti'ihution of wcalth.jarhich-gives'^nore-to-die-'vvagc 
receivers and less to die cajntalistK is-likely, -other things Wing 
equal, to hasten tlic increase of- material production,- and that 
it will not pci-ceptilily retai-d die storing-up of-material wealth. 
Qi couive other things would not ho equal, if the change were 
brought about by violent methods which gave a shock to 
public security. But a slight and temporary check to the 
accumulation of material wealth need not necessarily be an 
ei-il, even from a purely economic point of view, if, being 
made quietly and without disturbance, it provides better 
opportunities for the great mass of die people, increases their 
eiliciencT, and developes in them such habits of self-respect 
as to result in the growth of a much more efficient race of 
producers in the next generation. For then it may do more 
in the long-run to promote the growth of evea material wealth 
than great additions to our stock of factories and steam- 
engines. 

A people among whom wealth is well distributed, and who 
have high ambitions, are likely to accumulate a 
great deal of public property; and the savings midationaor 
made in this form alone by some well-to-do demo- 
crades form no incondderable part of the best possessions 
which our own age has inherited from its predecessors. The 
growth of the co-operative movement in all its many forms, 
of building sodeties, friendly sodedes, trades unions, of 
working men’s savings-banks &c., shows that, even 
so far as the immediate accumulation of material 
wealth goes, the resources of the countiy are. not, as the older 
economists assumed, entirely lost when they are spent in 
paying wages’ 

1 It most however he odmittcfl that what paesos Iqr the uuiie of imldic 
proiierty is often only nothing more tlian private wealth hoiroweA on a mort- 
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'§ 6. The sacrifice of present pleasure for the sake of 
Interest is the called, abstvosaose by economists, 

reward of wait- But this term has been misunderstood : for the 
greatest accumulatbrs of wealth are very rich 
persons, some of whom live in luxury, and certainly do not 
practise abstinence in that sense of the term in which it is 
convertible with abstemiousn^s. Wliat economists meant was 
that, when a person abstained from consuming anything which 
he had the power of consuming, with the purpose of increasing 
his resources in the future, his abstinence from that paiiicular 
act of consumption increased the accumulation of wealth. 
Since, however, the term is liable to be misunderstood, it 
is better to say that the_accumu^tion of wealth is generally- 
the result of a postponement of enjoyment, or of a-tvaUinff 
for it. 

This -willingness to waitds-genm:allyjncreased .by_fl.JtiBeJn 
the rate of Interes t wh ich is the reward nf waiting. Con- 
versely a fall in the rate of interest generally lowers the 
margin at which a person finds it just not worth 
changesln the while to give up present pleasures for the sake of 
onaavin^""* those future pleasures that are to be secured ly 
saving some of his means. It will therefore gene- 
rally cause people to consume a little more now, and to make 
less provision for future enjoyments But this rule is not 
without exception. 

Bor indeed Sir Josiah Child remarked two centuries ago, 
that in countries in which the rate of interest is high, mer- 
chants “when they have gotten great wealth, leave trading” 
and lend out their money at interest, “ the gain thereof being 
so ea^, certain and great ; whereas in other countries where 
interest is at a lower rate, they continue merchants from gene- 
ration to generation, and enrich themselves and the state.” 

gage of fntnre pnUic revennes. linsicipol gas-works for. instance are not 
generally tbe resnlts of imblio accnnndations. They were huQt irith wealth 
saved hy private persons, and borrowed on public account. 



THE onowrn of ^vealtu. 


137 


And it is a« trne nov^-, ns it vas then, that many im*n retiro 
from Imsino-ss when they are yet almost in the prime of life, 
anil 'vi’licn their kiiovrlndge of men and things might cnahlc 
them to coiulucb their business more etncicnily fhnii ever. 
Again. a< ^Mr Sar^nt has pointed ont, if a man has deciderl 
to go on -n'orkin!; and saving till he has provided a ccrt.ain 
ineitnie fur his old age, or for his family after his dc.atli, Jie 
jvjlLliud tljal hfLh.sslo-wi.vo mom-if-4lm-mt<‘-of intcncsLJsJov' 
tiiaiuifjt i&itigli. Suppose, for instance, that he wishes to 
prrjvide an income of ^00 a year on whidi he may retire 
from business, or to insure .£400 a year for his svife and 
chUdren after his dc.ath : if then the current rate of interest is 
5 per cent., ho need only put by £8,000 or insure his life for 
£8,000; but if it is 4 per cent., be must save £10,000 or 
insure his life for £10,000. 

It is then possible that n continued fall in the rale of 
interest may bo accomp.anied by a continued increase in the 
yearly additions to the world’s capital. But none the less is 
it true that a fall in the distant benefits to bo got by a given 
amount of woriiing and w’aiting for tho future docs tend on 
the whole to diminish tho pro%’ision w'hicli people make for 
the fnturo ; or in more modem phrase, that .aJ&iU,inL.thc.jato 
of interest tond.s to check the aTOumuIation of wealth. For 
though with man’s growing command over tho resources of 
nature, he may continue to save much oven with a low rate of 
intere.st ; yet, while human nature remains as it is, every fall 
in that rate is likely to cause many more people to save less 
than to save more than they would otherwise have done. 

To sum up: — ^The accamu]afaQn_oL.woalth.-is-govemed,by 
a great variety. ot_cau8es by. custom, .by.Jiabits..of sglf^ntipl 
and realizing the future, and aboraall-by-tbo-power of -family. 
aOection. Seenrity is a nece^iy ppndition focit, and thejjco- 
gress of knowledge and intelligonco furllietsjt Jn jnony .waja. 

A rise in tho rate of interest, or demand price for saving, 
tends to increase the volume of saving. For in spite of the 
fact that a few people, who have determined to secure on 
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incomo of a cortnin fixed ainonni for tliemsclves or their 
family ■will save loss with a high rale of interest than with a 
loM' rate, it is a nearly nnivcrsal rule that a rise in the rate 
inercases the d&tire to save ; and it often increases the poinnr 
to save, or rather it is often an indication of an incransed 
ciTicieiicy of our jiroductivo ru>ourccs\ 


> T]io following estimntes niny lio of iiitcrcsl; fliongli tlio picinciit of nil- 
ccrliiiiii.v ill nil of them is veo" grenL 



Xho series of bad harvests and the dilHcnlty of imiiortiiig food daring 
the great war at tlio bc^nning of lost centmy impoverished the people of 
Bnglond, but near]}' donblcd tbo nominal valno of tlio land of England. 
Since tlicn free trade, tbo improvements in transport, the opening of now 
countries and other canscs havo lowered the nominal valnc of that part of tho 
land which is devoted to agricnltnrc, Imt have added much to tho real wealth 
of tho people. ‘ 
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CHAPTER VIII. 

IN DUSTIII AL one. AN 12 ATION. 

1. "WRirnns on social science from the time of Plato 
ihtwiovards have delighted to dwell on the in- ^ ^ 
CHMsed efliciency which labour derives from or- that organiza- 
g-anization. Adam Smith gave a vi\'id descrip- emdcncAwes 
tion of the advantages of the division of labour; much to bio- 
ho pointed out how they render it i^ossible for 
increased numbers to live in comfort on a limited territory : 
and he argued that the pressure of population on the means of 
subsistence tends to weed out those races who through want 
of organiz/ition or for any other cause are unable to turn to 
the best account the advantages of the place in which they 
live. Before two more generations had elapsed JIaltlius’ his- 
torical account of man’s struggle for existence set Darwin 
thinking as to the effects of the struggle for existence in the 
animal world. Since that time biolog}' has more than repaid 
her debt ; and economists have learnt much from the profound 
analogies which have been discovered between industrial or- 
ganization on the one side and the physical organization of 
the higlier animals on the other. The development of the 
organism, whether social or physical, involves a greater sub- 
dmsion of functions between its separate parts on the one 
hand, and on the other a more intimate connection between 
them. Each part gets to be less and less self-sufficient, to 
depend for its well-being more and more on other parts, so 
that no change can take place in any part of a highly; 
developed organism without affecting others also. 

Tliis .increa.sed .snhdivi.sion of. functions,, or “differentia- 
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Jbion” ns it is callccl, mnnifcsts itself -with regard to industiy 
Differentiation forms US the dhHlsion of labour, and the 

and Integra- development of specialised skill, knotvlcdge and 
mnchineiy : tvhilc “jiiteffl-ation, ” that, is, — a. 
.growing intimacy and linnness of the connections between the 
separate parts of the industrial organism, shows itself in such 
forms os the increase of security of commercial credit, and of 
the means and habits of commnnicsition by sea and road, by 
niilway and telegraph, by post and printing-pi'ess. This leads 
us to consider the main besirings in economics of the law that 
the struggle for existence causes those organisms to multiply 
, iriiidi ai-e best fitted to derive benelit from their environment.' 

This law is often misunderstood ; and taken to mean that 
The law of Organisms tend to survive which are hett 

struggle for filt^ to benefit the environment. But tliis is not 
survival. meaning. It states that those organisms tend 

to survive which are beet fitted to utilize the environment for 
their own purposes. Now those that utilize the environment 
most, may turn out to be those that benefit it most. But it 
must not be assumed in any particular case that they are 
tlms beneficial, without special study of that case. 

§ 2. Adam Smith was aware that competition did not 
Harmonics cmiso the survival of those businesses and 

and discords those methods of business which were most ad- 
vid^^an^coi- society ; and though he insisted on 

lective Inter- the general advantages of that minute division 
of labour and of that subtle industrial organi- 
zation which were being developed with unexampled rapidity 
in his time, yet he was careful to indicate points in whidi 
the system failed, and incidental evils which it involved. 
But many of his followers were less careful. They were mot 
contented with arguing that the new industrial organization 
was obtaining victories over its rivals in every direction, 
and tliat this veiy fact proved that it met a -want of the 
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limes, and had a good lialanco of advantages over disad- 
vantages : but they went further and applied the same argu- 
ment to all its details; they did not see that the very 
strength of the swsrem as a whole enabled it to carry along 
with it many incidents which were in themselves evil. For 
a while they fascinated the world by their romantic accounts 
of the flawless proportions of tliat “natural" oiganization 
of industry which had grown from the rudimentary germ 
t ? self-interest.. They depicted each man .selecting his daily 
work witli the sole %-iow of getting for it the best paj' 
he could, hut with the inevitable result of choosing that in 
which he could be of most service to others. They argued 
for instance that, if a man had a talent for managing business, 
he would lie surely led to use that talent for the beno&t of 
mankind : that meanwhile a like pursuit of their own interests 
would lead others to provide for his use such capital as he 
could turn to best account ; and that his own interest would 
lead him so to arrange tho.so in his emplojoncnt that every- 
one should do the highest work of which he was capable, and 
no other. 

This “rmtural organization of industry" had a fascination 
for earnest and thoughtful minds; it prevented them from 
seeing and removing the evil that was intertwined with the 
good in the changes that were going on around them ; and it 
hindered them from inquiring whether many even of the 
broader features of modem iodnstry may not be transitional, 
having indeed good work to do in their time, as the caste 
system had in its time : but like it chiefly serviceable in lead- 
ing the way towards better arrangements for a happier age*. 

1 niy«ciil pcenliariUca acquired bj parents daring tbeir lifo-timo are 
Ecldom, if ever, transmitted. But tbo children of those who lead healthy lives 
phyaieiillr and morally are perhaps bora with a finner fibre tlum others, and 
certainly ore more likdy to he w(^ nonridied, wdl trained, to acqifire whole- 
Mmo instincts, and to havo that sdf-respect which ia a moin^ng <d progress. 
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INDUST1U.\L OKGANIZATION, CONTINUED, DIVISION OF 
LAHOUll. THE INFLUENCE OF MACHINERY. 

§ 1. Thk first condition of an cflicic^nj) oi-ganXzation of 
indiistry is that it should.,.keep— every-ouo— em- 
and the two ployed at such work-as-liisjibilities ancLtraining 
following £1; and should equip him with 

chapters. ' a i. 

the best machinery and other appliances for liis 
work. We shall confine ourselves to tlie division of labour 
between different classes of operatives, with special reference 
to the influence of machinery. In -the following chapter we 
shall consider the reciprocal effects of division of labour and 
localization of industry ; in a third chapter we shall inquire 
liow far the advantages of division o£ labour depend upon the 
aggregation of large capitals into the hands of single indi- 
viduals or firms, or, as is commonly said, on production on a 
large scale j and lastly, we shall examine the grovong speciali- 
zation of the work of business management. 

Everyone is familiar with the fact that “practice -makes 
Practice perfect,” that it enables an operation, Avhich at 
makes perfect, gj-gt seemed difiicult, to be done after a time 
with comparatively little exertion, and yet much better than 
before ; and physiology in some measure explains this fact. 
Adam Smith pointed out that a lad who had made nothing 
but nails all his life could make them twice as 
us ra 10 s. fii.stj*ate smith Avho only took to nail- 

making occasionally. ^ Anyone who has to perform exactly 
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tlie same set of operations day after day on things of exactly 
the same shape, gradually learns to move his fingers exactly 
as they are Avanted, by almost automatic action and Avith 
greater rapidity than Avonld be possible if every moA'ement 
had to Avait for a deliberate instruction of the Avill. One 
familiar instance is seen in the tying of threads by children in 
a cotton mill. Again, in a clothing or a boot factory, a person 
Avho SBAVS, Avhether by hand or m.achinery, just the same seam 
on a piece of leather or cloth of just the same size, hour after 
hour, day after day, is able to do it Avith far less effort and far 
more quickly than a Avorker Avith much greater quickness of 
eye and hand, and of a much higher order of general skill, 
Avho Avas accustomed to make the whole of a coat or the Avhole 
of a boot. 

Again, in the Avood and the }netal industries, if a man 
has to perform exactly the same operations over and over 
again on the same piece of material, he gets into the habit of 
holding it exactly in the Avay in Avhich it is Avanted, and of 
arranging the tools and other things Avhich he has to handle 
in su’ch positions that he is able to bring them to Avork on 
one another Avith the least possible loss of time and of force in 
the movements of his OAvn body. Accustomed to find them 
always in the same position and to take them in the same 
order, his hands Avork in harmony Avith one another almost 
automatically : and, as he becomes more practised, his expen- 
diture of nervous force diminishes even more rapidly than his 
expenditure of muscular force. 

But Avhen the .action .has thus been , reduced to routine, ..it 
has nearly arrived at the stage at .Avhich, it : can 
be taken over by. machineiy. The chief difiiculty of ma^ua"ia- 
to be overcome is that of getting the machinery 
to hold- the material firmly in exactly the position 
in Avhich the machine tool can be brought to bear on it in the 
right Avay, and Avithout AA'asting too much time in taking grip 
of it. But this can generally be contriA’^ed Avhen it is Avorth 
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while to spend some labour and expense on it ; and then the 
whole operation can often be controlled by a woi'kor who, 
sitting before a machine, takes ndth the left hand a i^iece of 
wood or metal from a heap and puts it in a socket, while with' 
the right he dra^vs down a lever, or in some other way sets 
the machine tool at work, and finally with his left hand 
throws on to another heap the material which has been cut or 
punched or drilled or planed exactly after a given pattern. 
Thus machineiy constantly supplants that purely manual skill, 
the attainment of Avhich was, even up to Adam Smith’s time, 
the chief advantage of division of labour. But, at the same 
time, il3 increases..the .scale of , manufactures and makes..them, 
more complex ; and, on the whole, increases the opportunities' 
for division of labour of all kinds, and especially in the matter, 
of business management. 

§ 2. The powers of machinery to do work that requires 
too much accuracy to be done by hand are perhaps best seen 
Interchange- Some branches of the metal industries in which 
able Parts. ^he system of Interchangeable— Parts is being 
rapidly developed. It is only after long training and with 
much care and labour that the hand can make one piece of 
metal accurately to resemble or to fit into another ; and after 
all the accuracy is not perfect. But this is just the work 
which a well made machine can do most easily and most per- 
fectly. For instance, if sowing and reaping machines had to 
be made by hand, their first cost Avould be very high; and 
when any part of them was broken, it could be replaced only 
at great cost by sending the machine back to the manufacturer 
or by bringing a highly skilled mechanic, to the machine. But 
as it is, the manufacturer keeps in store many facsimiles of 
the broken part, which were made by the same machinery, 
and are therefore interchangeable with it. A farmer in the 
North-West of America, perhaps a hundred miles away from 
any good mechanic’s shop, can yet use complicated machinery 
with confidence^ since he knows that by telegraphing the 



INDUSTRIAL ORGANIZATION. DIVISION OF LABOUR, lio 


number of the machine and the number of any part of it 
■\vhioli he has broken, he will get by the next train a new 
piece which he can himself fit into its place. The impoi-ta.nce 
of- this-' principle-of— interchangeable— part5r-ba.s-b een hi it.^rp,- 
cently-.gnasped ; . there ..are., however-* manyuaigus— that-it-will 
» do more,.than. any pthe^ to extend.,the'Use'of-"machine=inade 
^ mujcliinery— to— evciae— branelt— oL-prod uction f^noluding—even 
domestic- and_ag,nsjiitan:aL-work. 

The influences which machineiy exerts over the character 
of modern industry are well illustrated in the xhewatcii- 
manufacture of watches. A few years ago the making trade, 
chief seat of this business was in French Switzerland ; where 
the subdivision of labour was carried far, though a great part 
of the work was done by a more or less scattered population. 
There were about fifty di.stiuct branches of trade, each of 
which did one small part of the work. In almost all of them 
a highly specialized manual skill was required, but very little 
^ '“.judgment; the earnings were generally low, because the trade 
\ had been established too long for those in it to have anything 
like a monopoly, and there was no difficulty in bringing up 
to it any child with ordinary intelligence. But this industry 
is now yielding ground to the American system of making 
watches by machineiy, which requires very little specialized 
manual skill. In fact the machinery is becoming every year 
■more and more automatic, and is getting to require less and 
less assistance from the human hand. But-the. more - delicate 
■ the machine’s po.w.,er,J;ha.greater.is..the-judgmen,j; Machinery in- 
and ciirefulness. which.. is. .,called-foK_frQm.Jh.o.5e 
who see. after., it. Take for instance a beautiful rai inteiu- 
y, machine which feeds itself with steelwire at one s®"”® ’ 

end, and delivers at the other tiny screws of exquisite form ; 
it displaces a great many operatives who had indeed acquired 
a very high and specialized manual skill, but who lived 
sedentary lives, straining their eyesight through microscopes, 
and finding in their work very little scope for any faculty 
M. 10 
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except <a mere command over the use of their fingers. But 
the macliine is intricate and costly, and the person who minds 
it must liave an intelligence, and an energetic sense of I’espon- 
sibility, which go a long way towards making a fine character; 
and which, tliough more common than they were, are yet 
sufficiently I’Jire to b'e able to cam a very high i-ate of pay. 
No doubt this is an extreme case ; and the greater part of the 
work done in a watch factory is much simpler. But much 
of it requires higher faculties than the old system did, and 
those engaged in it earn on the average higher wages ; at the 
same time that it has already brought the price of a trust- 
worthy watch within the range of the poorest classes of the 
community, and it is showing signs of being able soon to ac- 
complish the very highest class of work. 

Those who finish and put together the difierent parts of a 
watch must always have highlj' specialized skill : 
■ barriMs be-" ^ut most of the machines which are in use in a 
trades factory, are not different in general cha- 
racter from those which are used in any other of 
the lighter metal trades : in fact many of them are mere 
modifications of the turning lathes and of the slotting, punch- 
ing, drilling, planing, shaping, milling machines and a few 
others, which are familiar to all engineering trades. This is a 
good illustration of the fact that while there is a constantly 
increasing subdivision of labour, many of the lines of division 
between trades which are nominally distinct are becoming 
narrower and less difficult to be passed. In old times it would 
have been very small comfort to watch-makers, who happened 
to be suffeiing from a diminished demand for their wai-es, 
to be told that the gun-making trade was in want of extra 
hands ; but most of the operatives in a watch factory -would 
find machines veiy similar to those with which they were 
familiar, if they strayed into a gun-making factory or sewing- 
machine factory, or a factory for making textile machinery. 
A watch factoiy with those who worked in it could be con- 
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vprtwl witlidut any ovenvlielming into n sen*iiig-mnchinc 
factor}*; almost the only condition would he that no ono 
should Ijf put to work in the new factorj* which inquired a 
higher order of gencRil intelligence, than that to which he 
w.'Ls •olrc.vly neenstumed'. 

Si .1. We may non* pas.s to consider the cflects which 
m-ichineiy Ihls in relicvjng.jthatL exccssiye nnis- 
{■uLor j. train which a few geneRitions ago was the 
common lot of more than half the working men «>" 

= man miucicB. 

even in such a country as England. Tlie mast 
man’ellous instances of the povrer of machinerj* arc seen iii 
laige iron-works, and especially in those for making armour 
I>l.ates, where the force to he exerted is so great that man’s 
muscles count for nothing, and where every movement, whe- 
ther horizontid or vertical, has to bo eflbet^ by hydraulic or 
steam force; man merely standing by ready to govern the ma- 
chinery and clear away ashes or perform some such sccondaiy 
task. 

, ^Inchineiy of tliis class has jnereased-oii r-cominand^over 
nature, hut it has not directly altered the character of man’s 
work Tety much ; for that wliich it docs he could not have 
done without it. But in other trades machineiyJuisJightened 
man's labours. The house-carpenters, for instance, make things 
of the s.amc land os those used by our forefathers, inth much 
less toil for themselves. They now* give themselves chiefly to 
those p.arts of the task whidi are most pleasant and most 
interesting; while in eveiy countiy town and almost eveiy 
village there arc found steam mills for sawing, planing and 
moulding, which relievo them of that grievous fatiguo which 
not vciy lung ago used to moke tbem prematurely old*. 

1 Tlio dunges in tlio moUiods of printias bto almost as iastroetiro as tlioso 
in n-atcb-malcins'. Xiiar «« ttoecd in PrbieipUt IV. xx. 6. 

B Ilte Jack-plane, ns^ lor making smooth largo hoarils for floors and other 
paxposcs, was the worst enemy of the eaxpenter. All hot specially skfllcd men 
were compelled to spend a great part of their time with tho Jack-piano, and 
this brongbt on heoit-disease, xnaking them os a nde old men by tho Ume they 

10—2 
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New machinery, Avhen just iiiA'cnted, generally i-equires a 
. great deal of care and attention. But the work 

ta){csovcr mo- of its attendant is ahvays being sifted ; .that 
noionouswork nnifoiTii .and monotonous Js givadually 

,t.aken OAmr by the machine, Avhich thus becomes steadily more 
.and more autom.atic .and self-.acting; till at Last there is no- 
thing for the hand to do, but to supply the material .at certain 
inter\'.als and to t.ake .aw, ay the Avork AA'hen finished. There 
still remains the responsibility for seeing that the machinei’y 
is in good order .and Avorlcing smoothly ; but even this task is 
often made light by the introduction of .an automatic moA'e- 
ment, Avliich brings the machine to .a stop the instant anything 
goes Avrong. 

Nothing could be more narroAV or monotonous than the 
occupation of .a AA'eaA'er of plain stuffs in the old time. But 
noAA' one woman Avill manage four or more looms, each of 
Avhich does many times as much Avork in the course of the 
d.ay as the old Jiand-loom did ; and her Avork is much less 
monotonous .and c.alls for much more judgment th.an his did. 
So th.at for CAmry hundred y.ards of cloth th.at are AvoA'on, the 
purely monotonous work done by human beings is probably 
not a tAventieth part of Avh.at it Avas. 

As lloscher says, it is monotony.. of. life much more than 
and lessens P'‘onotony_of_\v()rk that is to be dreaded : jnono- 
monotonyof tony, of worlcis.. an .evil of the first order, only 
‘ Avhen it involves monotony of life. Noav Avhen a 

A\'ere forty. But now those who become prematurely old through oA'crwork 
nro to he found almost exclusively among the professional classes, among 
those engaged in the more anxious kuuls of business, and in some agricultural 
districts in AvIiich the rate of wages is still very low and the people are liahitu- 
ally underfed. Adam Smith tolls us that “AVorkmen, Avheu they are liberally 
paid, are A'ery apt to ovei-work themselves and to min their health and consti- 
tution in a few years. A carpenter in London, and in some other places, is 
not supposed to last in his utmost vigour above eight years.... Almost every 
class of artificers is subject to some particular infirmity occasioned by exces- 
sive application to their peculiar species of work.” Wealth of Akifions, Book i. 
Chapter vir. 
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IH‘n<'oii‘s omj'lnrnicnt retjuit-cs much plirncnl oxiirMoii, lie is fit: 
for nciOiiiiv after liis work; and nnless liis iiieiilnl faculties 
sire ca 1I<>(1 forth in his work, they have little chance of being 
(levelopetl at all. lint the nervous force is not vei^' much 
fxliansted in the ordinary work of a factory, at all events 
whep* flier*- is not excessive noise, and where the liouis of 
> labour arc n«it too long. Hie JSOcial.surroundings_ olfactory, 
life stimulate mental activity in and out of working -lioure ; 
ai-d even those factorj* workers, whose occtipalions arc seem- 
ingly the most monotonous, have more inlelligcnco and mental 
reronree than has Iiecn shown by the English agricultural 
laliuurer, whose cnipln^'inent has more variety. Tt is true 
that the American agriculturist is an able man, and that his 
children rise rapidly in the world. But partly because land 
has been plentiful, and he has generally owned the farm that 
he cultivates, he has had better social conditions than the 
English ; he has always had to think fur iiimself^ and has long 
had to use and to repair cconplex machines. The English 
agrieultural labourer has had many great disadvantages to 
contend with : but is steadily improving his position. 

^ 4. IVe may next con.sider what are the conditions under 
which the economies in production arising from 
dm-cioii of lalmur can liest be secured. It is 
obvious that the efficiency of specialized machi- 
nery or specialized skill is but one condition of uatcBstbeseaie 
its economic use; the other is that sufficient work 
should be found to keep it well employed, .^s 
Rabbagc pointed oufj^ a large factory “ the master manu- 
facturer by dividing the work to be executed into different 
processes, each requiring different degrees of skill or force,' 
can purchase exactly tlmt^ precise .quantity of both which is 
necessary for each process ; whereos if '-the whole work were 
executed by one workman that~ person m.U8t possess sufficient 
shill to perform the most difficult and sufficient strength to 
execute tlic most laborious of the operations into which tlie 
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■work is divided.” Tlie economy of production requires not 
only tliat each person .sliould be employed constantly in a 
narrow i-ange of work, but also that, Avhen it is necessary for 
him to undertake difiercnt tasks, each of these tasks should 
be sucli as to call forth as much as possible of his skill and 
ability. Just in the same way the economy of machinery 
requires that a powerful turning-lathe when specially arranged 
for one class of work should be kept employed as long as 
possible on that work ; and if after all it is necessaiy to 
employ it on other work, that should be such as to be worthy 
of the lathe, and not such as could have been done equally 
well by a much smaller machine. 

\ Uajiy of those economies in the use of specialized skill and 
machinery which are commonly regarded as within the reach 
of -v'ciy large establishments, do not depend on the size of indi- 
vidual factories. Some depend on the aggregate production of 
the kind in the neighbourhood ; while others again, especially 
those connected with the growth of knowledge and the p.o- 
gress of the arts, depend chiefly on the aggregate volume of 
production in the whole ci'vnlized world. And here ■we may 
introduce two technical terms. We may divide the economies 
arising from an increase in the scale of production of any land 
_ ^ , .of good.s, into two classes. Those which we have 

Internal Eco- been cliscussing may be called Internal Econonnes ; 
nomies. because thej^ are dependent on .the, resources of 
the individual houses of business engaged in it, on their 
internal organization and on the efficiency of their manage- 
ment. We have next to examine those External economics 
which arise from the general development of an industry and 
especially from the concentration .of many businesses of. a 
similar character in particular localities : or, as is commonly 
said, from the Localization of Industry. 



CHAPTER X. 


IN'l^rSTKIAL Ol'.GAN’IZATION CONTINUED. THE CONCENTHA- 

TION or SPECIAUZED INDUSTRIES IN PARTICULAR 

I.OCALITIES. 

1. In ID .eajiv stage of imiimtion ci'iirj' place IiarLto 
clepenri nr. ‘ij< r^iauirccs for-mtoKt_of— -the 

iiea-vy- war‘*‘4~v.-hiclj-it-conKumafl : unle.'is indeed forms of locoi- 
it hajipencd to have special facilities fcir water indus- 
carri.ago. But the slo\mess with which customs 
changed, made it easy for producers to meet the wants of 
consumers with wliom they had little communication ; and it 
enahled comparatively poor people to huy a few expensive 
goo(K from a distance, in the security that tiiey would add to 
the pleastm; of festivals and liolidays during a life-time, or 
periiaps even during two or three life-times. Consequently 
tlie liglifer and more expensive articles of dress and personal 
adornment, together with spices and some kinds of metal 
implements used all classes, and mtiny other things for the 
special use of the riclj, often came from astonishing di.stances. 

Many various eiuises hajm led to-JJie localizatioit-oLindus- 
tries.'iut-the-cliief have. J>ecn_phy_si cal ; such as 
the character of the climate and the soil, or the orl^ns^of 
existence of mines and quarries in the neigh- 
bourliood, or within ea.sy access bj' land or water. 

Thus metallic industries liaA’e generally been either near mines 
or in places where fuel was cheap. The iron industries in 
England first sought those districts in which charcoal was 
plentiful, and afterwards they went to the neighbourhood of 
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collieries. Staffordshire makes many kinds of pottery, all the 
materials of -which are imported from a long distance; but 
she has cheap coal and excellent clay for making the lieavy 
“seggars” or boxes in -which the pottery is placed -svhile being 
fired. Straw plaiting has its chief home in Bedfordsliire, 
where straw has just the right proportion of silex to give 
strength without brittleness ; and Buckinghamshire beeches 
have afforded the material for the Wycombe chairmaking. 
The Sheffield cutlery trade is due chiefly to the excellent grit 
of which its grindstones are made. 

Another ehief .cause. ha.s-4jeen-t;he~patronage^>f~a-coui;t. 
The rich folk there assembled make a demand for goods of 
specially high quality; and this attracts skilled workmen from 
a distance, and educates those on the spot. Thus the mecha- 
nical faculty of Lancashire is said to be due to the influence 
of !Norman smiths who were settled at Wari’ington by Hugo 
de Lupus in William the Conqueror’s time. And the greater 
part of England’s manufacturing industiy before the era of 
cotton and steam had its course directed by settlements of 
Flemish and Huguenot artisan.s; many of which were made 
under the immediate directioji of Plantagenet and Tudor 
kings. These immigrants taught u.s how to weave woollen 
and worsted stuffs, though for a long time we sent our cloths 
to the Netherlands to be fulled and dyed. They taught us 
how to cure herrings, how to manufacture silk, how to make 
lace, glass, and paper, and to pro-vide for many other of our 
wants. 

§ 2. When an industry has once thus chosen a locality 
for itself, it is likely to stay there long : so great 
i^caHzed^^^in-^ are the adyantages which people following the 
dustries. He- game skilled trade get fi’om near neighbourhood. 

reditary skill : » _ . „ , 

to one another. The my stenes-of the .trade -bp.- 

come-no-mysterieS‘;--Jbut are as jt_were4n-th©-air,-and-ehildren__ 
learn,_many_of~4hem• unconsciously. Good work is rightly 
appi’eciated ; inventions and improvem'ents in machinery, in 
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processes ainl tlic gciionil orgiiiiizatioii oi t!io business Inive 
tlieir merits pi-omj>tly discussed ; if one man starts a now idea 
it is taken np by otlicrs and combined witli suggestions of 
tlieir own, and thus becomes the source of furtlier new ideas. 
And presently subsidiaiy trades giw up in the subsidiary 
neigiibourliood, .supplying it with implements and ‘■'•''‘Jes: 
materials, organizing its traflic, and in many ways conducing 
to the economy of its material. 

V Again, the economic U-sc of e.xpensive machinery can some- 
times be attained in a very high degree in a spcciaiired 
district in which there is a large aggregate j)ro- "'nchinery; 
duction of the same kind, even thougli no individual capital 
employed in the trade be very large. For subsidiary indus- 
tries devoting themselves each to one small branch of the 
procc.ss of jiroduction, and working it for a great many of 
their neighbours, arc able to keep in constant use machinery 
of the mo.st highly sjiccialized character; and to make it pay 
its expenses, though its original cost may have been high, and 
its rate of depreciation very rapid. 

Again, in all but the carlic.st .stages of economic develop- 
ment a localized industry gains lugrcat-^idvantago jocai market 
from the fact that jl_Dflers-arconRtant-marketior for skill, 
skill. ICmployera are apt h) resort to any place where they 
are likely to lind a good choice of workers with the special 
skill which they reiitiire; wliilc men seeking employment 
nattirally go to i^laccs whore they expect to find a good market 
for their .skill, in consequence of the pre.senco of many om- 
jilovers who require it.s aid. The owner of an isolated factory 
is often put to great shifts for want of some special skilled 
labour wliich has suddenly run short; and a skilled workman, 
wlicn thrown out of employment in it, lias no easy refuge. 

On the other hand a localized indu.stry has somc-disad- 
ij'intages as a market for labour af_the— work-done. in it -is 
cluefly_o£.one-kin(l,-.suchJbr_insLancc,.as can,.be donc.only by 
strong nieii.^ Tn those iron districts in which there arc no 
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textile or otlier factories to give employment to women and 
But there may children, wages are high and the cost of labour 
be too exten- dear to tlic employer, while the average money 
sive a demand . i* i m i ^ 

for one kind of oamings of cacli family are low. But the- remedy 

labour. £qj. jj, obvious, and is Jou nd in the growtli 

in the same ncighbourhood..of-industries.of..a_supplementaiy. 
character. Thus textile industries are constantly found con- 
gregated in the neighbourhood of mining and engineering 
industries, in some cases having been attracted by almost 
imperceptible steps ; in othci’S, as for instance at Barrow, 
ha^•ing been started deliberately on a large scale in order to 
give variety of employment in a jilace where prei iously there 
had been but little demand for the work of women and 
children. 

The advantages of variety of employment are combined 
with those of localized industries in some of our manufacturing 
towns, and this is a chief cause of their continued gi owth. 
But on the other hand the value which the central sites of a 
large town have for trading purposes, enables them to com- 
mand much higher ground-rents than the situations are worth 
for factories, even when account is taken of this combination 
of advantages : and there is a similar competition for dwelling 
space between the emjiloycs of the trading houses, and the 
factory workers. The result is that factories now congregate 
in the outskirts of lai’ge towns and in manufacturing districts 
in their neighbourhood rather than in the towns themselves, 
s ' A district which is dependent chiefly.^ on one industry is 
liable to extreme depression, in case of a falling- 
du^ries^in the demand for its produce, or of a failure 

same neigh- in the Supply of the I’aw material which it uses, 
mitigate each This evU again is in a great measure avoided by 
si'on^^ those large towns, or large industrial districts in 

Avhich several distinct industries are strongly de- 
veloped. If one of them fails for a time, the others are likely 
to support it in many ways, chiefly indirect j one of these 
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being that, tlicy keep in lieart lliu local shopkeepers, who aro 
Ihus enabled to continue their assistance longer than they 
otlierwise could, to the workpeople in those trades that happen 
to 1)0 dcpressofl. 

It is instructive to study the influence of improved means 
of communication on the diameter of England's 
industries. The agricultural population has di- distnbuti'on'of 
mini.shed relatively to the rest, though not so fast 
a.s is commonly .supposed. JIanufacture employs 
a rather smaller proportion of the population than it did a 
generation ago. Ihit tlierc has lieeii a great increase since 
ISal in induslrias in which the progro.ss of invention lias 
done little towanls economizing cITorl, and wliich meet gl owing 
demands. Prominent among these are the service of Govern- 
ment, centnd and local , education of all grades ; medical 
service j musical, theatrical and other eiitertainment.s, licsides 
mining, building, dealing and transport by road and railway. 
In none of these is vety much direct help got from now 
inventions : man’s labour is not imicli more eflicient in them 
now than it was a century ago: and therefore if tlie wants for 
which tliey make pro%'isioii incrojise in proportion to our 
general wealth, it is only to he expected that they should 
absorb a constantly growing proportion of the industrial 
population. Domestic servants increased rapidly for some 
years ; and the total amount of work which used to fall to 
tliem is now increasing faster than ever. But much of it is 
now done, often with the aid of machinery, by persons in the 
employment of clothiers of all kinds, of hotel proprietors, 
confectioners, and even by various messengers from grocei-s, 
fishmongers aud others avIio call for orders, unles.s they arc 
sent by tedephone. In consequence the number of domestic 
servants is just now (1891 — 1901) growing only at about 
the same rate as the total population. Tliese clianges have 
tended to incroa.se the specialization and the localization of 
industries. 
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INDUS'I'RTAL ORGANIZATION, CONTINUED, PRODUCTION 
ON A LARGE SCALE. 

§ 1. The ach'.nni.ages o£ production on a large scale are 
best shown in manufacture; under which head 

Manufacture • i i ii i • i • , 

is typical for 've may include aJL.busmesses .engaged in w-m-I-. 
our present ing , Up Jnateiial into foims iiLwliich it .Mill -be 
adapted lor sale -in -distant marJeets, The cha- 
racteristic of manufacturing industries ‘Tidiich makes them 
offer genbrally the best illustrations of the_advantages of pro- 
duction on a large scale, is their power._oL-cboosing freely 
I, ho locality" in which they irill do their work. They are 
thus contrasted on the one hand with agricuJ[tui’e-and„othcr- 
extractive industries (mining, -quarrying, fishing -etc.), the geo- 
graphical .distribution of which is determined .by_nature; and 
on the other hand with industries that makc-or-rcpaii-things 
to suit the special needs of indiiddual consuraei's, from whom 
they cannot bo far removed, at all events without great loss. 
The chief advantages-of_productiou_Qn_a.Jaa.ge_scale_are 
Economy of economy of skill, -economy -of-machineiy-and_eco- 
materiai. nomy of materials; but the last of these is rapidly 
losing importance relatively to the other two. It is tnie that 
an isolated workman often throws away a number of small 
things Avhich ivould have been collected and turned to good 
account in a factory; but waste of this kind can scarcely 
occur in a localized manufacture even if it is in the hands of 
small men ; and there is not A-^ery much of it in any branch 
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of iiiduKfciy in modem England, except agriculture and 
domestic cooking'. 

Bat sinalUactQries.are.still"placedL-under ar-greak disadvan- 
tag«^even in- a loealized-industry^-by-the-growing. specialized 
variety and expensiveness-of-machinery. For in 
a lai-ge establishment there are often many expen.sive machines 
^ each made specially for one small use. Each of them requires 
space in a good light, and thus stands for .something consider- 
!ible in the rent and general expenses of the factory j and 
independently of interest and the expense of keeping it in 
I’cpair, a heavy allowance must be made for depreciation in 
con.sequence of its being probably improved upon before long. 
A small manufactui-er must therefore have many things done 
by hand or by imperfect machinery, though he knows how to 
have them done better and cheaper by special machineiy, if 
only he could find constant employment for it. 

But ne.xt, a small manufacturer may not always be ac- 
quainted with the best machinery for his purpose, improvements 
It is true that if the industry in which he is machinery, 
engaged has been long established on a large scale, his ma- 
chinerj’ will be well up to the mark, provided he can affoixl to 
buy the best in the market. In agricultui’e and the cotton 
industries for instance, improvements in machineiy are devised 
almost exclusively by macliine makers; and they are accessible 
to all, at any rate on the payment of <a royalty for patent 
right. But this is not the case in industries that are as yet 

1 No floaht many of the most important advances of recent years have 
been dne to the ntUizing of what had been a waste product; hat this has been 
generally dao to a distinct invention, either chemical or mschanical, the ase 
of which has been indeed promoted by minnte suhdi^sion of lahonr, hat has 
not been directly dependent on it. 

Again, it is trae that when a hundred suits of furnitnre, or of clothing, 
have to he cat oat on exactly the same pattern, it is worth -a-hile to spend 
gi-eat care on so planning the cutting out of the hoards or the cloth, that-only 
a few small pieces are wasted. But this is properly an economy of skill; one 
planning is made to suffice for many tasks, and therefore can he done well and 
carefully. 
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in an early stage of development or arc rapidly changing their 
form ; sucli as the chemical industrie.s, the watchmaking in- 
dustiy and some branches of the jute and silk manufactures ; 
and in a host of trsides that are constantly springing up to 
supply some new want or to Avork up some ncAv material. 

There are however some trades in.Avhich the advantages 
Avhich a large faetoi'y denA'es from the economy, of .machinei^’’ 
almost A'anish as soon -.as a moderate size -ha been reached. 
For instance in cotton .spinning, and calico .oi jaA'ing, a com- 
paratively small factoiy Avill hold its OAvn and give constant 
employment to the best knoAvn machines for every process : so 
that a large factory is only seA’eral parallel smaller factories 
under one roof ; and indeed some cotton-spinners, Avhen en- 
larging their Avorks, think it best to add a Aveaving depart- 
ment. In sucli cases the large business gains little or no 
economy in machinery ; but eA'eu then it generally saves some-' 
thing in building, particularly as regards chimneys, in the 
economj’' of steam poAver, and in the management and repairs 
of engines and machinery. This last point is of rather more 
im2iortance than appears at first sight ; and large works even 
though they produce nothing but soft goods, haA’-e generally 
Avell-organized carpenters’ and mechanics’ shops, Avhich not 
only diminish the cost of repairs, but haA'c the important 
advantage of preventing delays from accidents to the plant. 

Akin to these last, there ai'e a great many advantages 
Buying and which a lai'ge factory, or indeed a large business 
selling. pf almost any kind, nearly ahvays has oA^er a 
small one. A large business buys in great quantities and 
therefore cheaply ; it pays Ioav freights and saA^es on caniage 
in many Avays, particularly if it has a raibvay sidmg. It 
often sells'" in large quantities, and thus saves itself trouble; 
and yet at the same time it gets a good price, because it offers 
conveniences to the' customer by haA'ing a large stock from 
Avhich he can select and at once fill up a A^ariecl order ; Avhile 
its reputation gives him confidence. It can spend large sums 
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on advertising by commercial traveller’s and iu other ways ; 
its agents give it trustworthy information on trade and Jier- 
sonal matters in distant places, and its own goods advertise 
one another. 

Jfany of these economies in the matter of buying and 
selling can be secured by a large trading house, Alliance be- 
which puts out its work to be done bv small ‘ween larce 

, 1 1 j I . traders and 

manufacturers or by workpeople at tbcir own small produ- 
homes. So far therefore they do not tell in the 
direction of destroying small manufacturers, but rather of 
limiting the character of the work of business management 


done by tliem : a,s we shall see more fully in the next chapter. 

Next, with regard to the economy of skill. Everything 
that lias been said with regard to the advantages specialized 
which a large establishment has iu being able to 
aSbrd highly specialized machinery applies equally with regal’d 
to highly specialized skill. It can contrive to keep each of 
its employds constantly engaged in the most difficult work of 
which he is cap.able, and yet so to narrow the range of his 
work that he can attain the facility and excellence which! 
come from long-continued practice. This economy gives a 
practical supremacy to large factories in industries which ofier 
much scope for it, if the work cannot be subdiidded among 
many small factories on the plan described in the last chapter. 

§ 2. Th.e_Jiead_of-a“large -business ~can ’’eserve ab bis 
strength for the broadest and most -fundamental 
problems of, his trade: he must indeed assure manufatturer 


himself that his managers, clerks and foremen 
are the right men for their work, and are doing 
their work well; but beyond this he need not 



trouble himself much about details. He can keep his mind 


fresh and clear for.thinking.out,,themost-difficult and ■rital 


p.rpblems _of ,Iiis„business ; for-studying- the..broader move- 
ments of the markets, the yet undeveloped results of current 
events at home and abroad.; and, for contriving how to improve. 



IGO HOOK IV. CH. XT. § 2, 

the organization of the internal and external relations of his 
bvisiness. , 

For jnnch of this work the small employer has not the 
time if he has the ability ; he cannot take so broad a survey 
of his trade, or look so far ahead ; he must often be content 
to follow the lead of others. And he must spend much of his 
time on work that is below him ; for if he is to succeed at all, 
his mind must be in some respects of a high quality, and 
must have a good deal of originating and organizing force; 
and yet he must do much routine work. 

On the other hand the small employer .has. advantages of 
The small master’s eye is everywhere ; there 

manufacturer jg no shirking by^ his foremen or workmen, no 
superintend- divided responsibility', no sending half-understood 
ence, messages backwards and forwards from one de- 

partment to another. He saves much of the book-keeping, 
and nearly all of the cumbrous system of checks that are 
necessaiy in the business of a large firm ; and the gain fronv 
this source is of very great importance in trades which use^ 
the more valuable metals and other expensive materials. 

And though he must always remain at a great disadvant- 
and he gains ‘'^8® information and in making oxperi- 

much from the ments, vct in this matter the general cour.se of 
modern diffu- ’ i-. -o . i 

Sion of trade- progress IS on Ills sicte. i' or Jtxternal economies 
knowledge. constantly growing in importance relatively 

to Internal in all matters of trade-knowledge: newspapers, 
and trade and technical publications of all kinds are per- 
petually scouting for him and bringing him much of the 
knowledge he wants — ^knowledge which a little while ago 
would have been beyond the reach of anyone wlio could not 
afford to have well-paid agents in man}' distant places. Again, 
it is to -his-intorest also that the secrecy of-business is on the 
whole diminishing, and that the most-importantimprovements 
in method seldom remain secret for long after they'- -have 
passed from the experimental stage. It is to his advantage 
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tbn.t. rlianijes in innunfiiclure tk-junul ks*; on mere rules of 
tlniinl) and inon* on broad developments <if .seientific principle; 
.uul that ni.any of these .are made by students in the pni-suit 
of hnnwledue for its o\s-n sake, and are }>romptly )iubHshed 
in the genond interest. Altbou;^h tlierefore llie small manu- 
factui'er c:in .seldom be, in rhe front of the rate of pro^'i ess, he 
need not be, far from it, if he has the time nntl the ability for 
availinj.' bimself of tbe inodf'i-n faeilities for obUiining knon- 
hiiige. Ibit it is Inie, that he must he excejitionully .strong if 
he* c.an do this witlioni neglecting the minor but ncce.s.san’ 
details of tlie bn.«iriess. 

The advanLages,AYhidi_a-larga -business has over_ a snuill 
one arc coJ)spic\i(HJ.s in nianufactuia*, beeause, ns 
VO have notieed, it. lias special facilities for con- trans^rt. 
contmtine a great deal of work in a small area, mininrr, ncri- 
jlut tliero j« a .strong tendency for large e.sUib- 
lislmienfs fo drive out small ones in ninny other indiKstrie.s ; 
in particular the retail tmdoriis-bcing (ransformetl, and the 
.small .shojikeejier i.s losing ground <iaily. Largo firms are 
g.iiniiig nipidly in the Transport Industries, to n Jess e.\teiit 
in mining and very little if at all in .'igriculturo'. 

1 The FtaaTshojihccrcr hns B)H!cial facilities for hriupiug hia COfala to tlio 
door of his cuvttmiera; for htnaonrinR tiicir Kcveral tastes; ami for kiiowiiip 
ctiouph of them iiiiUviJually to be atile safely to sell ou credit. Hut the im- 
liortauee of the‘-o advanlnpca is diminishing. Meanwhile cycles, tramways 
Ac. are_inr.kinp it easier for customers to visit larpe central eslahlishmcuts 
for the'jmrcUaBe of tho«c poods which it is imirorlaut to select fr<*m a 1 .rpo 
and varied stock and one which i.s constantly renewed with chanpiu!' fashions; 
while groceries and other gowls of which the sm-dl shoiikecper could keep a 
fair supply arc conveniently obtained by n written order from Ibo price list of 
shops or stores which turn over their stock rapidly mid keep everything fresli. 
Small shopkeepers hold their own fairly well in soiiio of tho reiuiiring trades; 
also in' tho sale of food, especially to the working clas-scs, partly in consc- 
quaice of their being able to sell goods ou credit and to collect small debts. 
Sometimes a firm with a largo capital prefers haling many small shops to one 
large one. Baying, and what production is desirable, is concentrated under 
a central management ; and exceptional demands can bo met from a central 
reserve, so that each branch hns large resources, without tho expense of 
keeping n largo stock. 

M. 


n 
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CHAPTEll XII. 

IKDUSTIUAL OllGANJZATION, CONTINUED. UUSINE.SS 
MANAGEMENT. 


§ 1. ]3usinkss may be taken to include all provision foi 
the wants of others which is made in the cx- 
mnnaEcment poctation of payment direct or indirect from those 
has many )j(. ijenefitcd. It is thus contnisted 

forms. . , , . . - 1 , 

With the provision for our own wants which each 

of us makes for himself, and with those kindly sernces which 
arc prompted by family affection and the desire to promote 
the well-being of others. 

liven in modern England we liiid now and then a village 
Primitive urtisuii wlio adlicrcs to primitive methods, and 
methods. jnakcs tilings on his own account for .sale to liis 
neighbour.s ; managing his own bu.siness and undertaking all 
its risks'. But such case.s are rare: and in the greater part 
The modern t'l*® business of the modern world the task of 
undertaker. gQ directing production that a given effort may 
be most effective in supplying human wants has to be brokeii 
up and given into the hands of a specialized body of em- 
ployers, or to use a more general terra, of business men. They 
“adventure” or “undertake” its risks; they bring together 
the capital and the labour required for the work ; they arrange 
or “engineer” its general plan, and superintend its minor 
details. Looking at business men from one point of view wei 

1 Tlio most striking instances of an ndhereuco to olcl-fosliiouecl jnethocls of 
business arc supiilied by tlie learned professions; for a idiysicinn or a solicitor 
manages ns n vale bis own business and does all its work. 
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may regard them as a highly skilled industrial grade, from' 
another as middlemen intervening between the manual worker 
and the consumer. 

There are some kinds of business men who undertake 
great risks, and exercise a large influence over subdivision o'” 
the welfare both of the producei's and of the ‘te tasks of 

, * >11 undertaking 

consumers of tlie wares in ^Yhlcll they deal, but and superin- 
wlio are not to any considerable extent direct em- 
ployers of labour. For instance some Manchester warehouse- 
men give themselves to studying the movements of fashion, 
the markets for raw materials, the general state of trade, of 
tile money market and of politics, and all other causes that 
are likely to influence the prices of different kinds of goods 
during the coming season ; and after employing, if necessaiy, 
skilled designers to carry out their ideas, they give out to 
manufacturers in different parts of the world contracts for 
making the goods on which they have determined to risk their 
capital. And in the clothing trades and some others, we see 
a revival of what has been called the “house House jndus- 
industiy,” which prevailed long ago in the textile 
industries; that is, the system in wliich large undertakers 
give out work to be done in cottages and very small work- 
shops to persons who work alone or wth the aid of some 
raembere of their family, or who perhaps employ two or three 
hired assistants. In remote villages in almost every county 
of England ageAts of large undertakers come round to give 
out to the cottagere partially prepared materials for goods of 
all sorts, but especially clothes such as shu-ts and collars and 
gloves ; and take hack with them the finished goods. It is 
however in the great capital cities of the world, and in other 
large towns, especially old towns, where there is a great deal 
of unskilled and unorganized labour, Avith a somewhat low 
physique and morale, that the system is most fully developed, 
especially in the clothing trades, which employ Wo hundred 
thousand people in London alone, and in the cheap furniture 

11—2 
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divides. Tliorc is ;i, contriniml contest betM'ecn the factory 
and the domestic system, now one gaining ground and now 
the other : for instance just at present tlie growing use of 
scwing-macliines Avorked by steam power is sti-engtliening the 
])Osition of the factories in tlic boot trade ; Avlnle ffictories and 
%\'orlcsliops arc getting an increased liold of tlic tailoring tivide. 
On the other liand tlio liosiery trade is being tempted back to 
tlic dwelling-house by recent improvements in hand knitting 
machines ; and it is possible that new methods of distributing 
})owor by gas and petroleum and electric engines ihay exercise 
a like influence on many other industries. 

Or there may be a movement towai-ds intermediate plans, 
ShefTieid similiir to those which arc largely followed in the 
trades. ShefRcld trades. Many cutlery firms for instance 

put out grinding and other parts of their work, at piece-tvork 
prices, to Avorking men Avho rent the steam poAver Avhicb they 
require, either from the firm from Avhom they take their 
contract or from someone else : these Avorkmen sometimes 
employing others to help them, sometimes workijig alone. 

Thus there are many A\'ays in Avliich those Avho undertake 
the chief risks of buying and selling may avoid, the trouble of 
housing and superintending those Avho Avork for them. They 
all liave their adA'antages ; and Avhen the Avorkers are men of 
strong character, as at Sheflield, the results are on the Avhole 
not unsatisfactory. But unfortunately it is often the Aveakesfc 
class of Avorkers, those Avith the least resource and the least 
self-control Avho drift into AA-ork of this kind. The elasticity 
of the system AA'hicb I’ecommends it to the undertaker, is 
really the means of enabling him to exercise, if be chooses, an 
undesirable pressure on those Avho do his Avork. 

For Avliile tlie success of a factory depends in a great 
measure on its having a set of operath'es avIio adhere steadily 
to it, the capitalist Avho gives out work to be done at home 
has an interest in retaining a great many pei-sons on liis 
books; he is tempted to giA'e each of them a little employ- 
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meiit occasionally and play tliem off one against anotlier ; and 
this he can easily do because they do not know one another, 
and cannot arrange concerted action’. 

§ 2. AVlien the profits of business are under discussion 
they are generally connected in people’s minds 
with the employer of labour: “ tbe.employer”-is. required in the 
often, token , as a tenn practically- -coextensive ideal manu- 
with the receiver of -busines8::.prants. But thte 
instances which we have just considered are sufficient to illus- 
trate the truth that the superintendence of labour is but one 
side, and often not the most important side of business work ; 
and that the employer who undertakes the whole risks of his 
business really performs two entirely distinct sei'vices on 
behalf of the community, and requires a twofold ability. 

The ideal . manufacturer, for instance, if he makes goods 
not to meet special orders but for the general mai’ket, must, 
in his fii-st role as merchant and organizer of production, have 
a thorough-knowledge of thino” hi his oiyn_trade. He must 
have the power of forecasting the broad movements of pro- 
duction and consumption, of seeing where there is an 'oppor- 
tunity for supplying a new commodity that will meet a real 
want or improving the plan of producing an old commodity. 
He must be able to judge cautiously’ and undertake risks 
boldly; and he must of coui'se understand the materials and 
machineiy used in his trade. 

But secondly in this r61e of employer be must be a natural 
leader -of -men. He must have a power of first choosing his 
assistants rightly and then trosting them fully ; of interesting 
them in the business and of getting them to toust him, so as 
to bring out whatever enterprise and power of origination 
there is in them ; while he himself exercises a general control 
over everything, and' preseiwes order and unity in the main 
plan of the busin&s. 

I The subject of this section is studied a good deal more fully in Principles 


IV. 
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Tiie . .. abilities j'eqiiircd to make an ideal emplo)'er arc so 
great and so ninnei'ous tliat A’cry feAv persons can exhibit them 
all in a very high degree. Their relative importance however 
varies Avith the natui-o of the industry and the size of the 
business ; and while one employer excels in one set of quali- 
tieSj another excels in another; scarcely any two OAve their 
success to exactly the .same combination of-adA'antages. Some 
men Jiiake their Avay by the use of none but noble qualities, 
Avhile others OAve their prosiierity to qualities in Arhich there 
is very little that is leally admirable except sagacity and 
strength of purpose. 

. Such then being the general nature of the Avork of business 
management, Ave have next to inquire Avhat opportunities 
different classes of people Inavc of developing business ability ; 
and, Avhen they have obtained that, Asdiat opportunities they 
have of getting comraajid over the capital required to give it 
scope. 

§ 3. The son of <a man already established in business 
\Thesonofa starts Avith SO many ad\’antages that Ave jnight 

'business man e.xpect busincss men to constitute a sort of caste; 
starts with i ^ 

many advan- dlA'ldlllg OUt among thCir SOUS tlio chief posts of 

command, and founding hereditary dynasties, 
Avhich ruled certain branches of trade for many generations 
together. But it is not so. 

A man aa'Iio gets together a great _ business- by- his-OAvn 
efforts, has probably been brought up by parents of strong 
but also with earnest character, and educated by their personal 
disadvantages, influence and by struggle A\'ith difficulties in early 
life. But his children, at all events if they Avere born after - 
he became rich, and in any case his grandchildren, are perhaps 
left a good deal to the care of domestic serA'ants aa’Iio are not 
of the same strong fibre as the parents by AAdiose influence he 
AA'as educated. And Avhile his highest ambition aa'us probably 
success in business, they are likely to be at least equally 
anxious for social distinction. 
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For a time indeed all may go well. His sons find a iirml 3 ^ 
established trade connection, and A\'liat is perhaps even niord 
important, a well-chosen staff of sivbonlinates with a generous 
interest in the business. By mere assiduity and caution, 
availing themselves of the ti-iiditions of the (inn, they may 
liold together for a long time. But when a full generation 
has passed, when the old traditions ai'c no longer a safe guide, 
and when the bonds that held together the old staff have been 
dissolved, then the business almost invariably falls to pieces 
unle.ss it is practically lianded over to the management of new 
men who have meanwhile risen to partnership in ^le firm. 

But ill most cases liis descendants arrive at this result by 
a shorter route. They prefer an abundant income coming to 
them without effort on their part, to one which though twice 
as largo could he earned only by incessant toil and anxiety ; 
and they sell the business to private persons or a joint-stock 
company ; or they become .sleeping partners in it ; that is 
sharing in its risks and in its profits, but not taking part in 
its management : in either case the active control over their 
capital falls chiefly into the hands of new men. 

§ 4. The oldest and simplest plan for renovating the 
energie.s of a business is that of taking into private port- 
partnership some of its ablest employds. Or "srships. 
again two or more people may combine their resources for a 
large and difficult undertaking. In such cases there is often 
a distinct partition 'of the work of management : in manu- 
factures for instance one partner will sometimes give himself 
almost exclu.sively +o the work of buying raw material and 
sellinc thertimshed product, -while the other is responsible for 
the management, of the factory and in a trading establish- 
ment one paitner will control the wholesale and the other the 
retail department. In these and other_ways_private_pa.rtnRi'- 
ship is_capablai3Ladapting_itself..to'a.great variety of problems : 
if. I’c I'eiy-strong-aad-KerjMjlastic it has nlaved a great part in 
the past, and it i® fnl] of vitality now. 
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§ 5. But from the end of the ]\Iiddle Ages to tlie present 
time there has been in some classes of trades a movement 
Joint-stock towards the substitution of public _ joint-stock 
companies. companies, tlie sliares of which can be sold to 
anyb6dy in the open market, for priyai^ companies, the shares 
in whicli are not transferable without the leave of all con- 
cerned. The effect of this change has been to induce people, 
many of whom have Jio special knowledge of trade, to give 
their capital into the hands of others employed by them ; and 
there has thus arisen a new distiibution of the various parts 
of the work of business management. 

Tlie-ultirDate_undertakers.jof tlm lisks incurred, by a-joint- 
s tock comp any_at:e_tlie-sbareholders ; but. as .a.a'ulo ,they._do 
not take -much-active .part. in. engineering the business and 
controlling its general policy ; and they take no part in super- 
jutending its details. After the business has once got out of 
the hands of its original promoters, the control of it is left 
chiefly in the hands of Directors.^ who, if the company is a 
veiy large one, probably own but a very small proportion of 
its shaves, while the greater pai’t of them have not much 
technical knowledge of the work to be done. They are not 
generally exjjected to give their wliole time to it; but they 
are supposed to bring_jvide_general— know4edge-and~sound 
judgment to .bear, on.the -broader problems of its policy; and 
at the same time to make sure that the “liXanagers” of the 
company are doing their work thoroughly. To the-LIanagers 
and their assistants is left a„.ga;eat^par4;-of. the -work-of-engi- 
neermg the business, and the— whole of-the-work„of-supeiin- 
tending, it : but they are not required to bring any capital 
into it ; and they are supposed to be promoted from the lower 
ranks to the higher according to their zeal and ability. Since 
the joint-stock companies in the United Kingdom have an 
aggregate income of more than £250,000,000, and do more 
than a tenth of the business of the .country, they ofler very 
large opportunities to men with natural talents for business 
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luanageracnt, who have not inherited any material capital, or 
any business connection. 

Joiut..stook-compames have ^reat_elasticity and can expand 
themselves without limit wljen the work to which they have 
set themselves oilers a wide scope; and they are gaining 
ground in nearly all directions. But they have one great 
.source of weakness in the absence of any adequate knowledge 
of the business on the part of the shareholders who undertake 
its chief risks ; though a few of the larger shareholders often 
exert themselves to find out what is going on ; and are thus 
able to exercise an effective and wise control over the general 
management of the business*. It is a strong proof of the 
tuanvidlous growth-in recent. times of o spirit of honesty-and 
uprightnessja-commercial-matters, that the leading officers of 
gi-eat public companies yield as little as they do to the vast 
temptations to fraud which lie in their way. If they showed 
an eageimess to avail themselves of opportunities for wrong- 
doing at all approaching that of which we read ^ 
in the commei'cial history of earlier civilizations, rendered 
their vTong uses of the trust imposed in them ^rhe modern 
would have been on so great a scale as to prevent growth ofbuBi- 
the development of this democratic form of busi- -**'*“-***°^“^*y- 
ness. There is every reason to hpp“ that the nrqgissss of trade, 
tnorality wil^ continue, and that it wdll be aided in the future 
as it has been in the past, by a diminution of trade secrecj" 

1 It is tmo that tlie heat! of a large private firm undertakes tJio cliief risks 
of the business, tvbilo be intrusts many of its detads to others ;• but bis posi- 
tion is secured by bis power of forming a direct judgment as to wbetlier liis 
subordinates seire iiis interests faitbfnlly and discreetly. If those to whom lie 
ha.s intrusted the buying or selling of goods for him take commissions from 
tliose with whom tliey deal, be is in a position to discover mid punish the 
fraud. If they show favouritism and promote incompetent relations or 
friends of tlieir own, or if they themselves become idle and shirk their work, 
or even if they do not fulfil the promise of exceptional ability which induced 
him to give them their first lift, he can discover what is going wrong and set 
it right. But in all these mattei’s the great body of tbo shareholders of a 
jomt-stock comjiany are, save iu a few exceptional instances, almost powerless. 
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and by increased publicity in ever}’’ form ; and tiuis collective 
and democratic forms of business management may be able to 
extend themselves safely in many directions in which they 
have hitherto failed. 

The same may be said of the undertakings of Governments 
Government imperial and local : tliey also may have a great 
undertakings, future before them, but up to the present time 
the tax-payer who undertakes the ultimate ri.sks has not 
generally succeeded in exercising an efficient control over the 
businesses, and in securing officers who will do their work 
with as much energy and enterprise as is shown in private 
establishments. But the growth of Government undertakings, 
as well as of giant private businesses or “Ti’usts” with a 
partial monopoly, is full of clangers to the maintenance of 
that free initiative which is the chief source of progress. 
We cannot however enter here into this most important 
question. 

§ 6. The system of C o-op eration aims at avoiding these evils : 
Co-operative ‘'i'^d in that ideal form of Co-operative Society, 
association. Ty},ich as yet has been scantily realized in prac- 

tice, a^parb-or-the-whole-nf ' those shareholders, -who'nndertake 
the. risks of -the .business,_are.themselyes-oniployed-by it. The • 
employes, whether they contribute towards the materi.al capital 
of the business or not, have.a.shave-in-it3-profits-jincL£Qme-pQwer 
of voting at the general meetings at which the broad lines of its 
policy are laid down, and the officers appointed who are to carry 
that policy into effect. They are thus the employers and masters 
of their own managers and foremen ; they have fairly good means, 
of judging whether-the-higherAvork of engineering the business 
is^conducted-lionestly-and-nfficiently, and they have -the best ; 
possible o pportu nitiesTor.detecting-anv.laxity- or- incompetence, 
in its detailed administration. And lastly they render unne- 
cessary some- -of- the -minor -work of- .superintendence-,that_is. 
required in- -other '■establishments-j- for their own pecuniary 
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interests and the pride they take in the success of their own 
business make each of them averse to any sliirking of work 
either by himself or by his fellow workmen. 

But unfortunately the system has very gi'eat dilHculfcies of 
its own. Bor human nature being what it is, tf»e 
eiTi ployes-thcmselves arc not .rlways tlie best pos- the task of 

sible masters ofjbheii:,owji.forememand-TO»ina«ci!s.; business man- 

agement. 

jealousies and frettings at reproof are apt to act 
like sand, that has got mi.vcd with the oil in the bearings of a 
great and complex machinery. And in particular, since the 
hardest work of business management is genei’ally that which 
makes the least outward show, those. wJio work with-their 
hands .are-apt.to.und.errate t)ieJntensity-of-tho-strain-involved 
ii’ .the highe-st-wrk-of-ongineering the business and tiLgrudge 
its being paid'f<fr”a‘t’anything like'as-liigh-a-rate_as_it~could 
earn elsewhere. And in fact tho-mnnnger.s-of“a-Go-opcrative 
.Society- seldom -have-the*alertness,. the_in.ventiyenesa.and-tho 
ready yersatility,.o£_thc ^vblest -of •those_men,.whQ have been 
.selooted-by-the-struggle-for-suriiKal,_and_h<'iv.oJ»een tijiined- 
by the nerfootly free and unfettered responsilhli^ of prixate. 
business. Partly for these reasons the co-openative system has 
.seldom been carried out in its entirety ; and its partial appli- 
cation lias so far attained its highest success in tlie task of 
retailing commodities consumed by working men — a task in 
which it has special advantages. But &on<l^da_co-operative 
productipn.is.noiy. at Jast .making.,excellent progress. 

Those working-men indeed whose tempers are strongly 

individualistic, and rvhose minds are concentrated , 

’ It may out- 

almost wholly on their own: affairs, will perhaps grow some of 
always find their quickest and Biost congenial 
path to material svtceess by commencing business as groall 
..independent “ undfirtakers ” or by working their way upwards 
in a private firm or a public company. But co-operation has 
a special charm for those in whose tempers the social element 
is stronger, and who desire not to s^arate themselves from 
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tlieir old coinnidos, but to work among them as Ibcir lenders. 
Its aspirations may in some rcsjtccts Im: liighcr than its pnic- 
tice; but it undoubtedly docs rest in a great mcsisurc on 
ethical motives. Tho_ti*uc_co-operator combines n kcen-busi- 
ncss intellect with a^spirit-fulbof-an-caiaiest-Euith ; and some 
co-operative societies have been served excellently by men of 
great- genius both mentally and morally — men who for the 
sake of the Co-operative Faith that is in them, hare worked 
with great ability and energy, and with perfect uprightness, 
being all the time content with lower pay than they could 
have got ns business managers on their own account or for n 
private firm. Men of this stamp are more common among the 
ofiicers of co-operative societies than in other occupations; 
and though they are not very common oven there, j’et it may 
bo hoped that the diffusion of a better knowledge of the true 
principles of co-operation, and the increase of general educa- 
tion are every day fiitting a larger number of. co-operators for 
the complex problems of business management. 

Meanwhile many partial applications of the cooperative 
Profit Sharing being tried under various condition^ 

H ' each of which presents some new aspect of busi- 

ness management. Thus under the scheme, of JProfit-Sharing, 
a private firm whilo retaining -the unfettered management -of 
its business,- ])ays its employes the. full market rate of .wages 
whether by..Tiine .or J?ieco-work, and .agrees in audition -to - 
divide among them a cerUiin share of- any- profits that may be 
made above a. certain fixed minimum ; it being hoped that thd 
firm will find a material as well us a moral ^c^^^l^d in thej 
diminution of friction, in the increased willingness of theiri 
employds to go out of their way to do little things that may) 
be of great benefit comparatively to the firm, and lastly in 
attracting to themselves workers of more than average abilit^ 
and industry ^ 

1 In 8(^088* Ifetioda of Renmneratim tLo idaiioa of Profit Coring to 
co-operation aad other forms of “ Gain sbaring” is irdl shoim. 
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Other partial co-operative schemes are doing good work in 

various decrees. For instance the Oldham Cotton „ ^ , , 

® ^ ^ , Other forms of 

Mills arc really joint-stock compaities ; but partial Co- 
among their shareholders arc man}' working men 
who have a special knowledge of the trade, though not many 
of their own employes. There is a larger element of co- 
operation in the Productive establishments, owned b}’ the 
main body of Co-operative Stores, through their agents, the 
Co-operative AVholessdo Societies. Here the Scotchmen are 
in advance; in tlie Engli.sli Socict}* the workers as such have 
as yet no direct share either in the management or in the 
profits of the works. 

But we must not pursue this inquiry further now •. enough 
has been said to show that the world is only Hopes for the 
just beginning to be ready for the higher work 
of the coiapgrative juoY.cmont i' its many diflTercnt forms. 
It may„tbereforc. bo reasonably expected to at.tain a much 
larger success in -tbc-Tuturc~than.in- tho-past ; and. to offer 
e.xcellcnt opportunities for working-men -to pnictise tbem.solvcs 
.in, tho„woEk-of-busineH3 -management, -to-^ronHnto-tbe-trust 
and confidence of others, -and.gradually..ri.sc.to posts in which 
their bu.siness,abiliti.c.s jvill.lind scope. 

§ 7. In speaking of the difiiculty that.a,^yorking-man 1ms 
in rising to a post in which he can turn his bust- rise of «ie 
ness ability to full account, the' chief stress is workino-man 
commonly laid upon his want of capital: .but.this wanrof capi- 
is not-always-his dtief- difiiculty. For instance 
the co-operative distributive societies have accumulated a vast 
capital, on which they find it difllcdlt to get a good rate of 
intere.st ; and which they would be rejoiced to lend to any set 
of working-men who could show that they had the capacity 
for dealing with difficult business problems. Co-operators who 
have firstly a high order of business ability and probity, and 
secondly the “personal capital” of a great reputation among 
their fellows for these qualities, ^vill have no difficulty in 
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getting oorinnaiKl of onougli imiterial ciipital for a considenible 
niidevtaking : the real difficulty is to convince a sufficient 
number of those around them that they liave these rare quali- 
ties. And the case is not voiy diflerent when an individual 
cndeaA'ours to obtain from the ordinaiy sources the loan of 
the capital required to .start him in business. 

It is true that in almost every business there is a constant 
increase in the amount of capital required to make a fair 
.start ; but thci’c is a much more rapid increase in tlic amount 
of capital which is owned by people who do not want to use 
it themsclvc.s, and are so eager to lend it out that they will 
accept a constantly lower and lower rate of intere.st foi* it. 
!Much of this capital passes into the hands of bankei-s and- 
others, people of keen intellect and restless energy ; people 
who have no class prejudices and care nothing for soci<al' 
distinctions ; and who would promptly lend it to anyone of 
who.se business ability and honesty they were convinced. To ' 
say nothing of the credit that can be got in many businesses 
from those who supply the requisite ran* material or stock in 
trade, the opportunities for direct borrowing are now so gi'eat 
that an increase in the amount of capital required for a start 
in business is no very serious obstacle in the way of a person 
who has once got over the initial difficulty of earning a repu- 
tation for being likely to use it well. 

But perhaps a greater, though not so conspicuous, hind- 
rance to the rise of the working man is the. 
bythYgrowrnE growing- Comp lcxity of business. The head of a 

complexity of busiiiess has now to think of many things about 
business. ^ 

which he never used to trouble himself in earlier 
days ; and these are just the kind of difficulties for which the 
training of the workshop affords the least preparation. Against 
this must be set the rapid improvement of the education of 
the working man not only at school, but what is more im- 
portant, in after life b}”^ newspapers, and from the work of 
co-operative societies and trades unions, and in other ways. 
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■About t-luee-foin-tbs-of the whole populet-iat? of E]ig]ancl 
belong- to the w-agetcaxmag, cla sses ; and at all events when 
they are well fed, propei'ly housed and educated, they have 
their fair share of that nervous strength which is the raw 
material of business abilit}'. AVithout going out of their way 
tliey are all conscious^ or unconsciously competitoi-s for posts 
of business command. The ordinary w.orjcman, if he shoAts. 
ability, geuerally becomes - a foreman, -froin_that he maj’^ dae 
to be a manager,- and-to- be-taken-into-partaerahip with his- 
employer. Or having saved a little of his own he may start 
one of those small shops which still can hold their own in a 
working man’s quarter, stock it chieflj' on credit, and let his 
wife attend to it by day, while he gives his evenings to it. In 
these or in other ways he may increase his capital till ho can 
start a small workshop, or factoiy. Once ha\nng made a good 
beginning, he will find the banks eager to give him generous 
credit. He must have time ; and since he is not likely to 
start in business till after middle age he must have a long as 
Avell as a strong life; but if he has this and has also “patience, 
genius and good fortune” he is pretty sure to command a large 
capital before he dies. Tn a factor^' chOSS wilt) ^VD^k witl,- 
their hands, _ haye._bettci~opportunities-of~rising -to-posts-of 
command -than- the book-keepers-and-many_otheiS_J;o-ivhom 
-social-tradition-lias'nssigned-ar-liigher-plaee— But in trading 
concerns it is otherwise ; what manual work is done in them- 
has as a rule no educating ^character, while the experience of' 
the office is better adapted for preparing a man to manage a 
coimiiercial than a manufacturing business. 

There is tlien on the whole a broad ^movement from below 
upwards. Perhaps -not 'so many as formerly rise ^ rapid rise not 
at once from the position of working-men to an unmixed 
t{iat of employers : but there are more who get 
on sufficiently far to give their sons a good chance of attaining 
to the highest posts. The complete, rise is not so very often 
accomplished in one generation; it is more often spread over 
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two ; but tlic total volume of the movement upwards is pro- 
bably greater than it ha,s ever been. And it may bo remarked 
in passing that it is better for society as a whole that the 
rise should be distributed over two generations. The work- 
men who at the beginning of last century rose in such large 
numbers to become employci-s were seldom fit for posts of 
command : they were too often liai-sh and t3o-annical ; they 
lost their self-control, and were neither truly noble nor trulj' 
hap})}' ; while their children were often haughty, extravagant, 
and self-indulgent, squandering their wealth on low and vulgar 
amusements, having the worst faults of the older anstocracy 
without their virtues. The foreman or superintendent who 
has still to obey as v'ell as to command, but Avho is rising and 
sees his children likely to rise further, is in .some ways more 
to be envied than the small master. His .succe.ss is less con- 
spicuous, but his work is often higher and more important for 
the world, while his character is more gentle and refined and 
not less strong. His children are well-tmincd ; and if they 
get wealth, they are likely to make a fairlj' good use of it. 

§ 8. When a man of great ability is once at the head of 
Adjustment of independent bu.siness, whatever bo the route 
capital to busi- by which hc has got there, he will with moderate 
ness ability. fortune, soou be able to show such evidence 

of his power of turning cajjital to go6d account as to enable 
him to borrow in one waj' or another almost any amount that 
he may need ; and onJihe-otlier-hand -a- man-witli.small ability 
in commatid of a large capital, speedil}' loses it : ho may 
perhaps be one who could and would have managed" a small 
business with credit, and left it stronger than he had found 
it : but if he has not the genius for* dealing with great 
problems, the larger it is the more spoedilj' will he break 
it up. 

These two sets of forces, the one increasing the capital 
at the command of able men, and the other destroying the 
capital that is in the- hande-of .wealrer men, bring about the 
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result that there is a far more close correspondence beWcen 
the ability of business men and the size of the businesses 
which they own than at first sight would appear probable. 
And when we consider all the many routes, by which a man 
of great natural business abilitj' can work his way up high in 
some private firm or public company, we may conclude that 
whei'ever there is work on a large scale to be done in such a 
countr}' as England, the abdity and the capital required for it 
are pretty sure to be speedily forthcoming. 

Further, just a^ industrial skill and._ability..ar.c„ getting 
.eveiy day to depend^more-and^more-on-the-broad-faculties-of 
judgment,, promptness, reso.urce,. carefulness, and- steadfastness 
of pui’pose — facultie.s wliich, aro not-spechilized- to-nny -ono 
tnide, but which are more or Jess, usefulju. alh=so_it-i.s. with 
regard to business .abilitj'. In fact business ability consists 
more of these general and non-specialized faculties tlian do' 
industrial skill and ability in the lower grades; and the higher 
the grade of business ability the more varioixs are its applic, 
tions. 

Since then business ability in command of capital moves 
with great ease diorizontally from a trade which supply price of 
is overcrowded to one Avhich offers good openings business abi- 
« . , . . . , . lity in com- 

for it ; and since it moves with great ease x'iEtJ: mand of capi- 
.c ally. the abler men rising to the higher posts in 
their own trade, we see, even at this early stage of our inquiry-, 
some good reasons for believing that in modern England the 
supply.of-busmcss*abilityritrcommancLQf_capitaLacconiiaodates 
iteelfj.ns a-'general rule, .to-the demand-for-.itq^ncL±h.us_has. a, 
fairly defined supply, price. 

Finally, we may regard tins supply price .of business ability 
in command of capital asTcomposed of three elements. The 
first is the -supply -price- of -capital; the 'second is thesupply 
price, of . business abilitv .nriN or^^rgy; and -^the - third -is, -the 
supply price of that organization bj which the .appropriate 
busuiess ability and-the'requisite-capitabare-brought.together. 

M. 12 
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Tho price .of tlxe .first of- the.qe tUrGO-cI cmcn ts is “ Interest ; ” 
Net and Gros" ® calL.thc„pnce of tlio second taken, by 
Enrninnsor itsjclf Eamings_o£ Mauagcmont,” and-ibat 

Mnnafrement. sGcond-niid- ibird -iaken- together “ Gross 

Earnings of jManagement.” 

T)io last few year.s iiavo seen a marked increa.se in tlio 
relative force of very large businesses in certain industries. 
Tho change has not been brought about by new principles in 
business organization, so much as by the development of pro- 
cesses and methods in mainifacturo and mining, in transport 
and banking, which arc beyond tho reach of any but very 
largo capitals j by the increase in the scope and functions of 
markets, and in the technical facilities for handling largo 
masses of goods. But tho change is important: and it will 
bo fully investigated in Volume II., in connection with and in 
dependence on a stud}' of the modern oi'ganization of markets 
for credit and for goods. 
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GHAPTEE XIII 

\ CONCLUSION. THE LAW OF INCREASING IN RELATION TO 
’ THAT OP DIMINISHING RETURN. 

§ 1. At the beginning of this Book we saw how the extra 
Return of raw produce which Nature affords to 
an increased application of capital and labour, j^ter chapters 
other things being equal, tends in the long run 
to diminish. In the remainder of the Book and 
especially in the last four chapters we have looked at the other 
side of the shield, and seen how man’s power of productive 
work increases with the volume of the work that he does. 
Considering first the causes that govern the supply of labour, 

" we saw how every increase in the physical, mental, and 
moral vigour of a people makes them more likely, other 
things being equal, to rear to adult age a large number of 
vigorous children. Turning next to the Growth of Wealth we 
observed how eveiy increase of wealth tends in many ways to 
make a greater increase more easy than before. And lastly 
we saw how every increase of wealth and every increase in the 
numbers and intelligence of the people increased the facilities 
for a highly developed Industrial Organization, which in its 
turn adds much to the collective efficiency of capital and 
labour. 

' Looking more closely at the economies arising from an 
increase in the scale of production of any kind of goods, we 
found that they fell into two classes — those dependent on th^ 
general development of the industry and those dependent oJ 
the resources of the individual houses of business engaged ii| 
it and the efficiency of their management; that is, into external 
and internal economies. 


12—2 
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We saw how these latter economies are liable to constant 
fluctuations so far as any particular house is concerned, and 
therefore when we speak of the normal cost of production of 
any class of goods we must suppose them to be produced by a 
firm that is fairly representative of the whole body of pro- 
A Representa- ducers of tliose goods. Our Representative firm^ 
uve firm. XQUSt be One which has had a fairly long life, anc^ 
fair success, which is managed with normal ability, and whici» 
has normal access to the economies, External and Internal? 
which belong to that aggregate volume of production 

The general argument of the present Book shows that an 
increase in the aggregate volume of production of anything 
will generally increase the size, and therefore the Internal 
economies possessed by this Representative film ; and that it 
will always increase the External economies to which such a 
film has access ; and that thereby the firm will be enabled to 
manufacture at a less proportionate cost of labour and sacri- 
fice than before. 

In other words we say broadly that while the -part .which 
The Laws of plfi'ys in production conforms to the Law 

Increasing Re- of Diminishing Return, the part which man plays 
conforms to the ,Law - of Increamng , Itetur:n, 
which may be stated thus : — An increase of capital and 
labour leads generally to an improved organization, which 
increases the efficiency of the work of. capital. and labour. 

Therefore in those industries which are not engaged in 
raising raw produce an increase of capital and labour gene- 
rally gives a return increased more than in proportion ; and 
further this improved organization tends to diminish or even 
override any increased resistance which Nature may offer to 
raising increased amounts of raw produce. If the actions of 
the Laws of Increasing and Diminishing Return are balanced 
and of Con- have Jjaw ~of Constants Return and an) 

slant Return, increased produce is obtained by labour and 
sacrifice increased just in proportion. 
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For the two tendencies towanls Increasing and Diminish- 
ing Return press constantly against one another. In the 
production of wheat and wool, for instance, the latter ten- 
dency has almost exclusive sway in an old country, whicli 
cannot import freely’. In turning the wheat into flour, or the 
wool into blankets, an increase in the aggregate volume of 
pi'oduction brings some new economics, but not many ; for the 
tj ades of giinding wheat and making blankets are ali eady on 
so great a scale that any new economies that they may attain 
are more likely to be the result of new inventions than of 
improved organization. In a countiy however in which the 
blanket tmdo is but slightly developed, these latter m.ay bo 
important ; and then it may happen that an increase in the 
aggregate production of blankets dimini.shc.s the proportionate 
difliculty of manufacturing by just as much as it increases that 
of raising the raw material. In that case the actions of the 
Laws of Diminishing and of Increasing Return would just 
ncuti-alize one another; and blankets would conform to the 
Law of Constant Return. But in most of the more delicate 
branches of manufacturing, where the cost of raw material 
counts for little, and in most of the modern tran.sport indus- 
tries the Law of Increasing Return acts almost unopposed. 

§ 2. Our discussion of the character and organization of 
industry taken as a whole tends to show that an 
increase in the volume of labour causes in general, tain condi- 
other things being equal, a more than proper- 
tionate increase in the total efficiency of Labour. But wo inust 
not forget that other things may not be equal. Tlio increase 
of numbers may bo accompanied by more or loss general 
adoption of unhealthy and enervating h.abits of life in over- 
crowded towns. Or it may have started badly, outrunning 
the material resources of the people, causing them with im- 
perfect appliances to make excessive demands on the soil;- 

1 As regards Ibe straggle ol tbe two tendencies in ngriculturo, comiiaro 
above Book iv. CJi. ni. § 5. 
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and so to call forth the .stern action of the Law of Diminishing 
Return as regards raw produce, without having the power of 
minimizing its effects : liaving thus begun with poverty, ah 
increase in numbers may go on to its too frequent conse- 
quences in that weakness of character which unfits a people 
for developing a highly organized industiy. 

All this and more may be granted, and yet it remains true 
that the collective efliciency of a people Avith a 
numbers may giAmn average of indiA'idual strength and skill 
pai^cd°^'a increase more than in proportion to their 

more than numbers. If they can for a time escape from 
fncfe°a'^se'’of^^° pressure of the LaAv of Diminishing Retur4 
collective cHi- by importing food and other ratv produce ; if their 
Avcalth, not being consumed in great Avars, increases 
at least as fast as their numbers ; and if they atmid habits 
of life that Avould enfeeble them ; then every increase in 
their numbers is likely for the time to be accompanied by a 
more than proportionate increase in their poAver of obtain-', 
ing material goods. For it enables them to secure the many 
A’arious economies of specialized skill and specialized machi- 
nery, of localized industries and production on a large scale : 
it enables them to have increased facilities of communication 
of all kinds ; Avhile the verj'^ closeness of their neighbourhood 
diminishes the expense of time and effort iuA'olved in CA-eiy 
sort of traffic betAveen them, and gives them neAV opportunities 
of getting social enjoyments and the comforts and luxuries of 
culture in evciy form. It is true that against this must be 
set the groAving difficulty of finding solitude and quiet and 
even fresh air. This deduction is a Aveighty one; but there 
still remains a balance of good. 

Taking account of the fact that an increasing density of 
population generally brings AA-ith it access to neAV social enjoy- 
ments Ave may giAm a rather broader scope to this statement 
and say : — An increase of population accompanied by an equal 
increase in the material sources of enjoyment and aids to- 
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production is likely to lead to a more than proportionate in-- 
crease in the aggregate income of enjoyment of all kinds j 
provided firstly, an adequate supply of raw produce can bo 
obtained without great diificulty, and secondly thei-e is no 
such OA’crcrowding as causes physical and moral vigour to be 
impaired by the Avant of fresh air and light and of healthy^ 
and joyous recreation for the young. 

Tlic accumulated Avealth of civilized countries is at present 
growing faster than the population : and though 
it may be true that the Avealth per head Avould a*gVo'wth^or 

increase somoAvhat faster if the population did numtere must 
. . * ‘ bedistingu'sh- 

not increase quite so fast ; yet as a matter of fact ed from those 
an increase of population is likely to continue to 
be accompanied by a more than proportionate 
increase of the material aids to production ; and in England 
ai the present time, Avith easy access to abundant foreign sup- 
plies of raAv material, an increase of population is accompanied 
by a more than proportionate increase of the means of satisfying 
human Avants other than the need for light, fresh air, ike. It 
must however be remembered that England’s foreign supplies 
of niAv produce may at any time be checked by changes in the 
trade regulations of other countries, and may be almost cut 
off by a great Avar ; Avhile the naA'al and military expenditure 
wliich would be necessary to make the country fairly secure 
against this last risk, Avould appreciably diminish the benefits 
that she derives from the action of the LaAV of Increasing 
Return*. 

1 Tlie Englislimnn SCIl bursts into unwonted entbusiasm wben si>Dni:uig of 
the pleasures of wandering alone in beautiful eceiiery: and many American 
A\Titers giA’e ferAdd descriptions of the growing richness of human life ns the 
hackwoodsman finds neighbours settling around him, as the haolnvoods settle- 
ment developes into a village, the village into a town, and the town into a 
vast city. 
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book V. 

T]-1]D BALANCING OF DEMAND AND SUPPLY. 

CHAPTER ]. 

ON MARKETS. 

Sj ]. Ik later .stages of our -i^'ork we shall bo much 
occupied with the balancing of those economic forces of 
growth and decay, which have been discussed in the last 
few chapters in connection M’ith the rise and fall of business 
firms. But for the present, we must turn to a simpler sorb 
of balancing or equilibrium, resembling rather that of a 
weight suspended by an clastic string, or of several balls 
i-esting in a howl. The present liook is given to a general 
inquiry into the balancing of the forces of Demand and 
Supply, these terms being used in their broadest sense : that 
is, as hinted at the end of the first chapter of Book lY., it is 
a l)ringing together of the chief notions of that Book and of 
Book ITT. 

§ 2. AVhen demand and suiq)!}’^ are spoken of in relation 
to one another, it is of course necessary that the Definition of .-i 
markets to which they I’cfer should bo the same. Market. 

As Cournot says, “ Economists nndersta,nd by the term ^Farhet, 
not auy-particular_ market-place in which things, are, bought 
and sold, but the whole of any region in .which buyers 
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and sellers are in such freo -intercoursa.:\vitlij>ne^nothcr-that 
the- pi-iccsi-of— tho-sarae-goocls-tend— to-equality_casiL}’’_ and 
quickly.” Or again as Jevons says: — “Originallj' a market 
was a public place in a town where provisions and other 
ebir-ots were exposed for .sale ; hut the word has been general- 
ized, so ns to mean any body of persons who are in intimate 
business relations and carry on extensive tran.sactions in any 
commodity. A great city may contain as many markets as 
there arc important branches of trade, and these markets may 
or may not be localized. The central point of a market is tlie 
public exchange, mart or auction rooms, where the traders- 
figree to meet and transact business. In London the Stock 
JIarket, the Corn ^larket, the Coal Jlarket, the Sugar !Mai'ket, 
and many othere are distinctly localized ; in IManchcster the 
Cotton Market, the Cotton AVaste Market, and others. But 
this distinction, of Jocality is not nccessarj'. The traders may 
be sprcjid over a whole town, or region of country, and yet 
make.a market, iLtlmy-are, by means of fairs, meetings, .pub- 
li.shed price lists,, the. postmffice.or otherwise, in close comran- 
nication with each other." 

Thus the more nearly perfect a market is, the stronger is 
the tendency for the same price to be paid for the same thing 
iit the same time in all parts of the market ; but of cour.se if 
the market is large, allowance mu.st be made for the expen.se 
of delivering the goods to different purchasei-s ; each of whom 
must be supposed to pay in addition to the market price a 
special charge on account of deliveiy'. 

§ 3. In applying economic reasonings in practice it is 
often diificult to ascertain how far the movements Boundaries of 
of supply and demand in any one place are infiu- “ "'arket. 
enced by those in another. It is clear that the gene ral tend- 
ency of the telegraph, the printing _press-.and-steam -traffic, is 

' Thus it is common to see the prices of bulky gooits quoted ns delivered 
“free on bo.nrd" (f.o.b.) nny vessd in a certain port, eneb purchaser having 
to mnlic bis oum reckoning for bringing the goods homo. 
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to . extend the area over, which , such, influences, act and to 
increase their force. Tlie^vhole-^Vestem -World • may, -in a 
sense, be regarded, as one market for ..many kinds' of stock 
exchange securities, for the more valuable metals, and to a 
less extent for wool and cotton and even Avheat ; proper allow- 
ance being made for exp.enses_of-transport, in which may be 
included taxes-levied by any customs houses through which 
the goods have to pass. For in all these cases the expenses 
of transport, including customs duties, are not sufficient to 
prevent buyers from all parts of the Western World from 
competing with one another for the same supplies. 

There are many special causes Avhich may widen or narro^y• 
the market of any particular commodity : but 
ditions of a nearly all those things for -Avhich -there -is-a very 
a "thlng^ wide market are in universal-demand, -and capable 
Suitability for of being easily and exactly described. Thus for 
instance cotton, wheat, and iron satisfy wants 
that are urgent and nearly universal. They can be easily 
described, so that they can be bought and sold by persons at a 
distance from one another and at a distance also from the 
commodities. If necessary, samples can be taken of them 
which are truly representative; and they can even be “graded,” 
as is the actual practice with regard to grain in America, by 
an independent authority ; so that the purchaser may be secure 
that what he buys wiU come up to a given standard, though 
he has never seen a sample of the goods Avliich he is buying, 
and perhaps would not be able himself to form an opinion on 
it if he did. 

Commodities for Avhich there is a very wide market must 
also be such as will bear a long carriage : they 
Portability. Ije somewhat durable, and their value must 

be considerable in proportion to. their bulk. A thing which 
is so bulky that its price is necessarily raised very much when 
it is sold , far away from the place in which it is produced, 
must as a rule have a narrow market. The market for common 
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bricks for instance is practically confined to the near neigh- 
bourhood of the kilns in which they are made: they can 
scarcely ever bear a long carriage by land to a district which 
has any kilns of its own. But bricks of certain exceptional 
kinds have a market extending over a great part of England. 

'§ 4. Let us then consider more closely the markets for 
things which satisfy in an exceptional way tliese conditions 
of ltsia&.iiUgfineroLdemnnd;-cognizal)l&.and..poctable> They 
are, ns we have said, stock exchange securities and the more 
fTilunblc metals. 

Any one share or bond of a public company, or any bond 
of a government is of exactly the same value as 
any other of tlie same issue; and it can make change seeuri- 
no differonce to any purchaser which of the two 
he buys. Some securities, principally those of comparatively 
small mining, shipping, and other companies, require local 
knowledge, and are not vety easily dealt in except on the 
stock exchanges of proAdnciol towns in their immediate neigh- 
bourhood. But .tho>whole''of' England ’is ono market for'tho* 
shares-andJwnds-of a. largo Englisluaibgay. In ordinary 
times a dealer will sell, say. Midland Railway shares, oven if 
he has not them himself ; because he knows they are always 
coming into the market, and he is sure to be able to buy 
them. 

But the strongest case of all is that of Bqcnrities which are 
c.-illed~** int erng t ionnl,2. because they are in request m eveiy 
part of the globe. They .are ■theJ)on dB of t he phiRf. .gnivern. 
■ments,- and of-veiy'lorge publiclxmipanieB-Bach">artht>se' of the 
. Snez.Canal, and jthe-iN ew^ork-Central -Railway. ^!oE-bonds_ 
oLihis^lassHihe'teltlgraph keeps .prices, at Blmost.,exactly.tlie 
same levd in.nll. .the.atock..exchanges of -the .world. If the 
price-a^he-of-them-rises'in-^K ew-^rk or4nJ?aris,-in-Iiondon 
or in Berlin,.tlie mere news of the rise tends to cau8e.a.jjse.in 
other markets; and if for any reason the rise is delay^ that 
particular doss of bonds is likely soon to be offered for sale in 
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the high priced iiiai'ket under telegraphic orders from the 
otlier markets, while dealers in the first market will be making 
telegraphic purchases in other markets. These s<'iles on the 
one hand, and purchases on the other, strengthen the tendency 
which the price has to seek the same level eveiy where h 
4 Stock exchanges then are the pattern on Avhich markets 
have been, and are being formed for dealing in 
market for the kinds of produce wdiich can be easily and 

exactly described, are portable and in general de- 
mand. The material commodities liowever which 
possess these qualities in the highest degree are gold and 
silver. For that A’ery reason they have been chosen by com- 
mon consent for use as money, to represent the value of 
other things ; and the Avorld-mai'ket for them is most highly 
organized. 

At the opposite-extremity to international stock-exchange 
securities and the more valuable metals are, firstly, things 
which must be made to order to suit particular indmduals, 
such as well-fitting clothes; and secondly, perishable and bulky 
goods, such as fresh vegetables, which can seldom be profitably 
carried long distances. The first can scarcely be said to have 
a wholesale market at all ; the conditions by which their 
price is detennined are those of retail buying and selling, and 
the study of them may be postponed®. 

Thus the character of the markets varies with the area of 
Spa-c e over which they extend : but it varies even more with 


> It is a cliai'acteristic fuel that securities which arc part of largo issues 
are preferred on the Stock exchange. 

- A man maj- not trouble himself much about small retail purchases: 
he may give half a crown for a packet of paper in one shop which ho could 
have got for two shillings in another. But it is otherwise with wholesale 7 
prices. A manufacturer cannot sell a ream of paper for six shillings while'/ 
his neighbour is selling it at five. Por those whose business it is to deal 
m paper know almost exactly the lowest price at which it can bo bought, and 
will not pay more than this. The manufacturer has to sell at about the 
market price, that is at about the price at wliich other manfacturers are 
selling at the same time. 
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the length of JDine of which account is taken ; and we shall 
find that if_the-.period~is_short,„the.j5upply-is^Jiinited_to the 
stoi'es whicli-happcn tD bBTit-h.and- iE-tho-pcuod-isJongeiy-tho 
supp l y wil 1 j3e..iDilucnced-l>y--the-cost--of---producing_tlie-XQm- 
modity-itt- question ;-and-if“the 'period-i.s-i'oiy-longj— this-cost 
jvill-he-influenced-l>y-the cost nf nroducmg-thodaboui^aiKLtlio 
inatonal-things-required-tou-pmciucing—the-cemmodity. We 
shall consider in the next chapter those temporary equilibria 
of demand and supply, in which the cost of producing the 
commodity exerts either no influence or merely an indirect 
influence. 

At a later stage we shall have to combine the difficulties 
with regard to time on the side of supply with those on the 
side of demand, of which something has already been said b 
1 Book III. Ck. w. § 5. 
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CHAPTER 11. 

- TEMPORARY BALANCE OF DEMAND AND SUPPLY. 

§ 1, The simplest case of balance, or equilibrium, beWeen 
Equilibrium effort is found when a person satisfies 

between desire one of Ijis Wants by his own direct work. Wlien 
and effort. picks blackberries for liis own eating, the 

action of picking may itself be pleasurable for a while; and 
for some time longer the pleasure of eating may be more tlian 
enough to repay the trouble of picldng. Bu b_ after he ha s 
eaten -a -good-deal-"the'Tlesire-for-morc diminisheS'; -wiiile.the 
task of picking begins to bring weariness^-whLch.may mdeed 
bo.._c.aus^ d mo re by monotony .than by fatigue. Equilibrium 
is readied, when at last his eagerness to play and his disincli- 
nation for the work of picldng counterbalance the desire for 
eating. The satisfaction which lie can get from picking 
fruit has arrived at its maximum : for up to that time every 
fresh picking has added more to his pleasure than it has 
taken away ; and after that time any further picking would 
take away from his pleasure more than it would add. 

J[n-a- casual-bargain that one person makes with another, 
as for instance when two backwoodsmen barter a rifle for a 
canoe, there..is..seldom -anything -that can- properly be called 
an equilibriuni_pf supply, and., demand ; there is probably a 
surplus of satisfaction on either side; for probably the one 
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would be "irilling to give something besides the rifle for the 
canoe, if he could not get the canoe otherwise ; while the 
tther would in case of necessity give something besides the 
anoe for the rifle. 

We may put aside as of little practical importance a class 
of dealings which has been much discussed. They 
relate t o pictures b .\Ljold-mastersrTare~coins--and- unique or rare 
other things, _.which-caim6tTie““'graded^li^t„all. 

The price at which each-is-soldj-will-depend-'much-oruwhether 
any.riGh.persons_witlL.aJancy-for_it.,happen_tQjia_present-at 
its sala. If not, it will probably be bought by dealers who 
reckon on being able to sell it at a profit ; and the variations 
in the price for which the same picture sells at successive 
auctions, great as they are, would be greater still if it were 
not for the steadying influence of professional purchasers. 

§ 2. Let us then turn to the ordinary dealings of modern 
life} and take an illustration from .ajJorn-marketiiTrarcountry. 
jtownf and'letras-assume.for the sa keAiLsimplicity illustration 
t hat all the c orn, in the-market-is-of— the-same com-market of 
^quality. The ...amount— which— each~_fannec__pr “ though 
.. other_SBlleE — ofiers~-foc_sale — at— an3i~price...is equilibrium, 
governed,. by_Jiisjpjvji-need-for“money-in~-hand, .. and„by-his. 
calculation of the^present and future, conditions-of. -the market 
^,th„jvhich4ie-is"connected. There are some prices which 
no seller would accept, some which no one would refuse. 
There are other intermediate prices which would be accepted 
for larger or smaller amounts by many or all of the sellers. 
Ever3mne will try to guess the state of the market and to 
govern his actions accordingly. Let us suppose that in fact 
there are not more than 600 quarters, the holders of which 
are willing to accept as low a price as 35s. ; but that holders 
of another hundred would be tempted by 36s. ; and holders of 
yet another three hundred by 37s. Let us suppose also that 
a price of 37s. would tempt buyers for only 600 quarters; 
while another hundred could be sold at 36s., and yet another 
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two Inindred at 35s. Tliese facts may be put out in a table 
thus : — 

Holders will be Buyers will be 

At the price willing to sell willing to buy 

37s. 1000 qucirters, 600 quarters. 

36s. 700 „ 700 

35s. 600 „ 900 

Of course some of those wlio are really willing to take 
36s. x-ather than leave the mai'ket without selling, -will not 
show at once that they are ready to accept that price. And 
in like manner buyers will fence, and pretend to be less eager 
than they really are. »So the price may be tossed hither and 
thither like a shuttlecock, as one side or the other gets the 
better in the.Jlhiggling-and-bargaiuingJi-of~the-.market.~ But 
unless they are unequally matched ; unless, for instance, one side 
is very simple or unfortunate in failing to gauge the sti’ength of 
the other side, the price is likely to be never very far from 36s. j 
and it is neai'ly sure to be pretty close to 36s. at the end of the 
market. For if a holder thinks that the buyers will really/ 
be able to get at 36s. all that they cai’e to take at that price, ^ 
he will be unwilling to let slip past him any offer that is 
well above that price. 

Buyers on their part will make similar calculations; and 
if at any time the price should i-ise considerably above 36s. 
they will ai’gue that the supply Avill be much greater than 
the demand at that price : therefore even those of them who 
would rather pay that price than go unserved, wait ; and by 
waiting they help to bring the price down. On the other', 
hand, when the price is much below 36s., even those sellers, 
w'ho would rather take the price than leave the market with* 
their corn unsold, "will argue that at that pi’ice tlie demancJ 
wdll be in excess of the supply: so they will wait, and bj>; 
w'aiting help to bring the price up. 

The price of 36s. has thus some claim to be called the tx'ue 
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equilibri mn-prico : because if ib were fixed on at the begin- 
ning, and adhered to throughout, it would— exaetlj~-cquaie.- 
demand-ajid-suppjy (i.e. the amount wliich buyers were willing 
to purchase at that price would be just equal to that for 
which sellers were willing to take that price); and because 
every dealer who has a perfect knowledge of the circumstances 
of the market expects that price to be established. If he secs 
the price differing much from 3Gs. ho expects that a change 
will come before long, and by anticipating it he helps it to 
come quickly. 

§ 3. We have already used the term “ domand-price ” * 
to-denot e. the r >rice-at-Md)ich-boTcrs~can~l)e-fouhd Transition to 
for ■an5" 'given'-amount-of—a--tiiing-in-a~ market, prices. 

Thus in this market 37s. is the demand price for COO quarters j 
36s, for 700 and so on. We have introduced a corresponding 
term “supply~prico.”i--todenotc"th(rpricc-wlucb Jioldcrs, of .a- 
commodity-wiU-*-be-williug— .tQ_take-foi:_auy.. givon,jimount. 
Thus in tliis market 35s. is the supply price for 600 quarters, 
36s. for 700 ; and so on. 

We have next to enquire what causes govern supply- 
prices, that is prices which dealers are willing to accept for 
different amounts. In the present chapter we ,havo„lQoked 
at -the affairs-o£-only-a-6ingIe_daY ; and.h avn-supposed-the 
stocks offered'fo'r 'sale-to-be -already'in'existence. But of . 
course these -stocks are- dependent on the -amount ...of wheat 
sownrintlie'preceding"year;~nnd'thatr-in--it3-turnf-waG-largely 
influenced byjthe lannerst-guesses ns-to* the..price_which,they 
would -get -for- it in -this "year.' This is the point at which 
we have to work in the next chapter. 

1 Book III. Gh. HI. § 1. 

* Book IV. Ch. I. 
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CHAPTER III. 

BALANCING OF NORMAL DEMAND AND SUPPLY. 

§ 1. "We have noticed that even in the corn-exchange 
Transition **’' country toAvn on a market-day tlie equi- 

from market to hbrium price is affected by calculations of the 
norma price. j-elations of production and consumption ; 

while dealings.. fpr.._futur£„.deliverj’- already jtredorainate in 
the leading corn-markets of America and Europe, and are 
rapidly wearing into one web all the leading threads of trade 
in corn throughout the whole world. If it is thought that 
the growers of any kind of grain in any part of the world 
have been losing money, and are likely to sow a less area for a 
future harshest, far-seeing dealers argue that prices are likely 
to rise as soon as that harvest comes into sight. Thus 
ant icipations-of— that-rise-exercisa sax influence on present 
jiaJes_foi:-futuxe_deliy£ry, and-that-in-its-tum influences_caslv 
prices ; -so-that-these -prices.are indirectly affected by estimates 
of the expenses'of producing further-supplies. But in this 
ahd the follo%viug chapters we are specially concerned with 
movements of price ranging over still longer periods than 
those for which the most far-sighted dealers in futures 
generally make their reckoning. 

§ 2. We may revert to the discussion of the analogy 
The account between the supply price and the demand price 
carted Ififtur a. commodity at the point at which we left it 
f^rther. at the end of the last chapter. We there noticed 

that corresponding to the demand price at which any amount 
of a commodity would find purchasers in a market, there is a 
supply price at which that amount would be offered for sale 
by producers or their agents. We have to take account of 
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tlio fact that the production of the commodity v-ill probably 
require jnanj' different kinds of labour and the use of capital 
in many forms. Tlic exertions of all the different, kinds 
of. lalx)ar..that.js.rc directly- or-indiccctly- invoh’cd in making 
it j together ^rith • the— abstinences..or rather the- waitings 
required -for-saving the -capital used -in-making Jt.:. all-thcse 
efforts and sacrifices togethcr-Trill~bc~called-its _ , . 

o Kcal and 

Eeal Cmi -of—Prodnciion. Tho sume-of-money, Money Cost of 

that have ^o be paid for these .efforts-and-sacri- 

fices, .yilX l^,_call^_either.its-J/bHcy-Cb««-^— Pror/nrfwfj -or, 

(for shortness) ii^~Expenscs of Production. Tiiey Expenses of 

aro-thcprices-whicli-JiaTc to ba paid in order to- 

call forth an adequate-supply of- the efforts, and_waitingaJliat 

are required for making it; or,- in other- wordsr-thei’-aro-its 

supply priceb 

Tlio raw material, machincrj’, labour, <.tc., that are required 
for making a commodity may be called its Factors FactorsofPro- 
of Production. Its expenses of production when Auction, 
any given amount of it is produced arc thus the supply prices 
of the corresponding quantities of its factoiu of production. 
And the sum of these is the supply price of that amount of 
the commodity. 

§ 3. It must not be forgotten that irading^ expenses enter 
into the e.\penses of production in almost every Relative im- 
case ; and that in some cases they are a very portance of 
large part of the whole. For instance, the supply merts of Cost 
price of wood in the neighbourhood of Canadian Production, 
forests often consists almost exclusivel}’- of the price of the 
labour of lumber men : but the suppl}’^ price of Canadiiin deal 

1 3Iill and some other economists have followed the practice of ordinary 
life in using tho term Cost of Production in two senses, sometimes to signify 
the difEcnlty of producing a thing, and somethnes to signify tho outlay of 
money that has to he inenrred in order to induce ireoplo to overcome this 
ditBculty and produce it. But by passing from one use of the tenn to 
the otlior without ghing explicit warning, they hnye led to many misnndor- 
standings and much barren controversy. 


13—2 
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in the wholesale London market consists in a large measure of 
freights ; wliile the supply price of the same wood to a small 
retail buyer in an English country town is more than half 
made up of the charges of the railways and middlemen who 
have brought what he wants to his doors, and keep a stock of 
it ready for him. Again, the-supply-price-of-a-certainJdnd_of 
labour may for-some purposes be-analysed-into the expenses of 
rearing, of general-education Jind of special„trade,education. 

It is to be taken for granted that as far as the knowledge 
and business enterpi'ise of the producers reach, they will in 
each case choose.-those -factors of production which -are. best 
for their .. purpose ; that -is,- which will attain,..the„.desired_end-. 
for the least outlay. and..tvouble~.to_themselves. ]Ehen,ever 
it. appears-to the'producers-that-this-isaiot,.the case, >hey, will. 
Principle of a rule, set -tO“-work--to substitute -the less- 

Substitution. expensive method. We may call this for con- 
venience of reference, the Principle of Substitution. 

§ 4. In our typical market then we assume that the 
We assume forces of demand and supply have free play; 

free play for that there is no combination among dealers on 

demand and .ii ^ 

supply in the either Side ; but each acts for himself, and there 
market. -g competition; that is, buyers.generally 

_com pete..£reely ..with buyers,- and. sellers compete freely' with 
, sellers. But though everyone acts for himself, his knowledge 
of what others are doing is supposed to be generally sufficient 
to prevent him from taking a lower or paying a higher price 
than others are doing. 

In such a market there is a definite demand price for each 
amount of the commodity, that is, a definite price at which 
each particular amount of the commodity can find purchasers 
iu a year, or whatever other period we choose as our unit of 
time ; the more of a thing is offered for sale in a market, the 
lower is the price at which it will find purchasers ; or in other 
words, the. deman^price-for-eachjunitjliminishes with_e.y.ery 
increase in.,the.amount offered. 
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In like way there is a. sjipply-pricej that, is, a price which 
may bfi_exp_efit®d Jift caU fortli. a ..supply-of— eaoh-parfcicular 
amount in >a unit of time. To give precision to the ideas, 
let us suppose that a person well acquainted construction 
with the woollen trade sets himself to inquire of the supply 
wliat would be the normal supply price of a 
certain number of millions of yards annually of a particular 
kind of cloth. He would have to reckon (i) the price of the 
wool, coal, and other materials which would be used up in 
making it, (ii) wear-and-tear and depreciation of the buildings, 
machinery and other fixed capital, (iii) interest and insurance 
on all the capital, (iv) the wages of those who work in the 
factories, and (v) the gross earnings of management (in- 
cluding insurance against loss) of those who undertake the 
risks, who engineer and superintend the working. He would 
of course estimate the supply prices of all these different 
factors of production of the cloth with reference to the 
amounts of each of them that would be wanted ; and he would 
suppose the conditions of supply to be normal, and the 
e.xpenses of production to be those of a Representative I’irmk 
And he- would-add-tliem^all .togethemto.find.the..s.upply. price 
of the 'cloth. 

Let us suppose a list of supply prices (or a supply schedule) 
made on a similar plan to that of our list of demand prices (or 
demand schedule”): the supply price of each amount of the 
commodity in a year, or any other unit of time, being written 
against that amount. As _Jhe— annual amount produced 
increases, the' supply-price-increases, jif nature-m- ofienng- a 
s_turdy-resistaiTce'i;a'iiian’s'~Sfibrts"tO''wring-from..her.„a.Iarger 
supply of raw.material,-and if there-is no-great_room..for . intro-, 
ducing important new 'e'conomies-iuto. -the, manufacture. But 
it might so happen that an increase in the volume of produc- 
tion would introduce new economies and enable the tendency 
to Increasing Return to prevail over that to Diminishing 
1 See Book ir. Ch. xiii. § 1. * See Book hi. Ch. iir. § 2. 
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Retui-n, so fis ultimately to lessen tlio supply jn-ice of tin; 
commodity, and make it cheaper’. 

§ 5 . Wlien therefore the amount produced (in a unit of 
What is meant demand price is greater 

byequi- than the supply price, then sellers receive more 
hbnum. sufficient to make it worth their while to 

bring goods to market to that amount; and the amount 
hrouglit forward for sale tends to increase. On the other 
hand, when the amount produced is such that the demand 
price is less than the supply price, sellers receive less than 
is sufficient to make it worth their while to bring goods to 
market on that scale; so that those, who were just on the 
margin of doubt as to whether to go on producing, are decided 
not to do so, and the amount brought forward for sale tends 
to diminish.' When the demand price is equal to the supply 
price, the amount produced has no tendency either to be 
increased or to be diminished; it is in equilibrium. 

Further, if any accident should move the scale of production 
from its equilibrium position (or position of rest), there will 
be instantly brought into pl«ay forces tending to bring it back 
to that ‘position ; just as, if a stone hanging by a string is 
displaced from its equilibrium position, the force of gravity 
will at once tend to bring it back to its equilibrium position®. 

^ Compare above, p. 180. 

" The following tlingrtims may help some readers. But t1ie3‘ are not 
necessary for the argument, and may be omitted. 

Measuring, ns in the case of tho demand curve, amounts of the commoditj- 
along Ox ami prices parallel to Ot/, wo get for eacli 
point M along Ox a line MP drawn at right angles ^ 
to it measuring tho supply price for tho amount 
OIT, tho extremity of which, P, may ho called 
a supply point ; this price MP being made up of 
the supply prices of tho several factors of pro- 
duction for the amount OM. The locus of P may 
be called tho supply curve. It is a curve such 
that, if from any point on it a straight line 
PM be drawn perpendicular to Ox, PJJ/ represents ( 
the i)rice at which sellers will ho forthcoming for 
an amount OM. 
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§ 6. But in real life such oscillations are seldom as 
rhythmical as those of a stone hanging freely from a string ; 
the comparison would be more exact if the string were 
•supposed to hang in the troubled waters of a mill-race, whose 
stream was at one time allowed to flow freely', The problems 
and at another partially cut OS’. The. demand. 
and-supply-schedules-do not- in-praotice-remain-isss simple, 
unchanged ,f or.A long-time-.togetlier:r-l*“*''“^*‘®-constantly-being 
changed-j-and ey.ei^i: eljxijigsJp them giy£S-oew„positions..to 
Iho- centms_about-n'hich-the~amount -and-the -piuce. tend_to 
oscillate. 

These considerations point to the-great-importance-of-the- 
.element-of-time-in-relation-to-demancLancLsupply, to some 
study of which we now proceed. We shall gradually discover 
a great many -different Jimitations-of... the. doctrine- that, the 
price at which a thing can 'be -produced,, represents.. its .real 
cost, -of. .production,, that._is,-the efforts and~-sacritices--which 
have been “dire'ctly" and 'iuclirectly''devoted_to_its«pEoduction. 
That doctrine would indeed represent facts accurately enough 
in a stationary society, in which the habits of life, and the 
methods and volume of production remained unchanged from 
one generation to another; provided that people were tolerably 
free to choose those occupations for their capital and labour 
which seemed most advantageous. 

This is tlie real drift of that much-quoted, and much- 
misunderstood doctrine of Adam Smith and other economists 

To represent the equilibrium of demand and supply geometrically -(ve may 
draw the demand and supply cmres together ns in 
Pig. 5. If then OS represents the rate at which V 
production, is being actually carried on, and Sd the 
demand price is greater than Ss the supply price, 
the production is exceptionally profitable, and will » 
be increased : and M -will move to the right. On 
the other hand, if Bd is less than Ss, S will move 
to the left. •If-/?<f48-eqnBl-to~/fsrtlmt-isrif'TB~is- 
vertically.nnderji.point of intersection of-thecurves,- 
demand and supply arein.equilibrium.— . 
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that tlie -normal, or-** natural,”. vjiluG-of -a. commodity. i$.. that.. 
.^vllich economic forces tend -to bring-about..i'n_^/(c^qm7 ri(7i. 
It is the average value Avbich economic forces -would bring 
about if the general conditions of life were stationary for a ■ 
run of time long enougli to enable tlieui all to work out their 
full effect. The fact that -the general- conditions of life- are 
not stationary is the source of many of the difficulties that- 
are met with in applying economic doctrines, to practical 
problems. 

§ 7. Thus we see that utility and cost of production-both- 
play a part in governing-value. And we might as reasonably 
dispute whether it is the upper or the under blade of a pain 
of scissors that cuts a piece of paper, as wJiether value is; 
governed by utility or cost of production. It is true that 
Influences of when ono blade is held still, and the cutting is 
ofproduction^^ eOcctecl by moving the other, we may say with 
on value. carelcss brevity that the cutting is done by the 
second; but the statement is not strictly accurate, and 
is to he excused only so long as it claims to be merely a 
popular and not a strictly scientific account of what actually 
happens. 

In the same way, when, a -thing, already -made has to be 
sold, the prices which people will be willing to pay for it will 
he governed- by- their 'desire to- have, it, together with - the 
amount.they canafford.to spend .ouJt. Their desire -to have 
it depends partly on the chance -that,,.ifj;hey. do not -buy-it, 
they will be able to get another thing likeit.at.as-low.a-price: 
this depends on the c.auses that govern, the supply of it,, and 
this again upon cost of production. But it may so happen 
that the stock to be sold is ])ractically fixed. TJiis, for 
instance, is the case with a fish-market, in which the value of 
fish for the day is governed almost exclusively by the stock 
on the slabs in relation to the demand. And if a person 
chooses to take the stock for granted ; and say that the price 
is governed by demand, his brevity may perha27s be excused 
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so long ns lie does not claim strict accuracy. So again it may 
be pardonable, but it is not strictly accurate to say that the 
varying prices wbicb the same rare book fetches, when sold 
and resold at Christie’s auction room, are governed exclusively 
by demand. 

Taking a case at the opposite extreme, we find some 
-coimnodifcics~"which conform pretf}'^ closelj' to the law of 
constant return; that is to say, .their-averaga- cost.o£.prod^c- 
,.tion %vill be very -nearly-thc same -whether- they arc .produced 
in -small quantities or in large.-'-In. sueb-a case .the normal 
level- about-whicb— the-market— prico-lluctuates -will -be ,,this 
definite and fixed money-cost-of-production. If the-demand 
happens to be great, the market price -will.j'ise„for,.n. time 
above the level ; but as a result'production -wU, increase and 
the market price will fall. Conversely, if the demand falls 
for a time below- its. ordinarydevel, production- wilLfall. off, 
and the market price will be raised. 

If, then, a person chooses to neglect market fluctuations ; 
and takes it for granted that there will anyhow be enough 
demand for the commodity to insure that some of it, more 
or less, will find purchasers at a price equal to this cost 
of production, then he may be excused for ignoring the 
influence of demand, and speaking of normal nnce as.gavecP-C.d 
by -cost- of- 'production— provided only he does-not. claim 
.scientific-accuracy, for the wording of his doctrine, and 
explains the influence of demand in its right place. 

Thus we may say that, ,as-a.gener.al rule., the shorter the 
period- which we are considering, the grei.i,ei-. must be the 
sliare of our attention which is given to the influence of 
demand ~on value;" and— the- longer -the -.period,, the more 
important.,wi}l be^.the influence„of-.co&t_,oL.productiDn-on . 
value_,.-For the influericb of-changes—in-co.st-of-prodn.ction 
tivkes-as-a~nile"a'lcmgert1ine"t5'Avorlc~itself-out-tlian'does-the- 
influence-of changes in'tlemand.' 
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§8. Th(i-Rxponsos_Qf. procbict ioii nf .aijn cultural prnflucc 
arc cstiiuated'Oii-thc-inaTgin-of-Gumvatioii. Tiiai is, they arc 
estimated for a part of the produce Avhicli is raised eitlicr on 
Marginal ^Gcausc it is })oor or badly 

expenses of situated; or, which is more probable, they arc 
Fn^ciation” raised on land wliicli does pay rent, but by appli- 
to value. cations of capital and labour Avhich oul}' just pay 
their way, and therefore can contribute nothing towards the 
rent. .Jtt-is-tliese-expenses-wJiich-the-deiunnd-price-inust-just 
cov,er-:-for-if4t,doe3 not, the supply wilLfalLnlT,. an d-tlie -price 
be • raisecL-till.. it .doe.s - cover - them. It_is._tt)-these expenses 
therefove"that -the -price - conforms and, as Kicardo pointed, 
out, rent does not appear as an element of them. 

Suppose for instance that, with an average harvest, ten 
million quarters of corn are raised in England, and that the 
e.xpenses of production of the last million quarters are at the 
rate of 35s. a quarter. If the farmers had expected to get 
less than 35s. a quarter they would not have raised these last 
quarters. And since they find it worth their while to raise 
the whole ten million, ive know that in an average year they 
get 35s. for each of the last million. And in the same morket 
there can only be one price for one and the same commodity. 
Therefore they must have expected the average price of all 
the corn in the market to be 35s. 

The Expenses of production of some of the corn ma)’- have 
been only 25s. a quarter. The. 35s. got for a quarter of this 
corn is divided into 25s. which goes to the farmer, and 10s. 
which goes to the landloi'd as rent. And if a person looks at 
this corn he may argue that its whole expenses of production 
were 25s. to co^'er the farmei*’s outlay and 10s. to paj'his rent, 
and that tlierefore rent enters into tlic expenses of production 
of this corn. He .would-be right -if he meant .only, that-the 
expenses of production of this particular - quarter . of. corn 
cannot be found by-.merely-reckoning-up4>he~wages-and. profits 
of the labour and capital ■ that -were spont-iu-.raising,it. But- 
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,Jie J\’OulcLbc-'ivrong-i£-lie'nie.iRfc“thairthe-«elliiig-price-o£-cQni 
■was ffoverned by-tbc rent. . that Ji:is-.lo -be.. paicLfoiubl)Le_usc^Qf_ 
■land. JSe Avoukl'tben-l)e-ini3taldng'ciTOse"for"cftcct7-and effect 
. for cause... 

Thus (!) the amount. of.-producc-raiscd, and thereforc.thc 
position of tlie margin of cultivation-{i;e:- the-margin-of-tlic 
profitalilo -application-of --capital -and-labour . to -good .and - bad 
Land alike)- are both governed by the general- conditions -of 
demand- and supply. They are governed oii-tho-one-hand-by. 
demand ; that is, by the numbers of tlie population ■who 
consume tlie produce, the intensity of their need for it, and 
their means of paying for it; nnd-on~the-other..hand..by 
supply ; that is, by the extent and fertility of the available 
land, and the numbers and resources of those ready to 
cultivate it. Thus cost of -production, ..eagerness. o£..deinand, 
margin -of—production,' -and -price -of— the— produce .mutually 
govern one another. (2) That part..o£. the produce which 
goes .os rent is of course thrown on. the market, and acts on 

price.s, in just the same way as -any other part.^ But^the 

. general-t!OTiditionS~b£~deihand“an(l supfdy7'or '"their ■ relations 
to one another, are nob-affected -by the division of . the produce 
into the share of rent and the shave needed, to render the 
farjnejt:! 9 „exp.enditure.profitable. The amount of that rent is 
not a governing cause, but is itself governed by the fertility 
of livnd, the price of the produce, and the position of the 
margin; it is -the excess of the value of the total returns 
which capital and labour applied to land do obtain, over 
those which they would have obtained under circumstances 
as unfavourable as those on the margin of cultivation*. 

I For further discussion of this difiiciilt question tho render is referred to 
Pi-inriphs, fifth edition, V. vin — xi. 
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CHAPTER IV. 

INVESTMENT OF RESOUKCES FOR A DISTANT RETURN. 

PRIME COST AND TOTAL COST. 

§ 1. Let us suppose a man to build a house for himself on 
Motives deter, land, and of materials, which nature supplies 
^s"tmfiu^of^”' make his implements as he goes ; 

capital. the labour of making them being counted as part 

of the labour of building the house. He would have to estimate 
the efforts required for building on any proposed plan ; and to 
allow almost instinctively an amount increasing in geometrical 
proportion (a sort of compound interest) for the period that 
would elapse between each effort and the time when the house 
would be ready for his use. The-JitiLity-of, .theJiouse~to..him 
wjien finished .would . have, to .compensate him mok.only .for.. the. 
efforts, but for- the waitings'. 

This case illustrates the way in which .the— effQr.ts_and 
sacrifices -which-are-the - Real- cost-of-production-of a .thing, 
.underlie the ^expenses which are . its Aloney cost. But the 
modern business man commonly takes the payments which he 
has to make, whether for wages or raw material, as he finds 
them ; without staying to inquire how far they are an accurate 
measure of the efforts and sacrifices to which they correspond. 
His expenditure is generally made piece-meal ; and the longer 
he expects to wait for the fruit of any outlay, the richer must 
that fruit be in order to compensate him. The anticipated 
fruit may not be certain ; and in that case he will have to 
allow for the risk o£-failure.- Afteu-making_that-allowance. 

1 See above, Book iv. Cb. vin. § G. 
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ilieJiinit of the outlay^invis.tJ>e-exiiectefl to oxoecd UlS euilxiy 
itself -by-an-amount wMch, independently ef bis own romti- 
neration,-increaseB-afe-eompound interest in pcoportion to the 
tiinc-oL-waitiug. 

§ 2. At the beginning of his undertaking, and at every 
successive stage, the business man is ceaselessly ... 

° / The pnnciple 

striving so to modify his arrangements as to ob- ofsubstitu- 
tain better results with a given expenditure or 
equal results with a less expenditure. He is continually studjdng 
the advantages and disadvantages of different wa 5 ’s of obtain- 
ing his object. He is ahvaj's looking for now suggestions, 
watching the e.xperiments of others and ti^'ing experiments 
himself, so as to hit-upon~that_combin.ation which will yield 
the-largest'iTicomings-iiu.pronortion to-any-given-outlay. In 
other words, he -ceaselessly applies the principle of substitu-. 
tion..Avith-the* 3 )urpos 6 ~of~~incrcasing.Jiis-profits; and in so 
doing he seldom fails to increase the total efficiency of M’ork, 
the total power over nature which man derives from organiza- 
tion and knowledge. 

Every locality has incidents of its own which .affect in 
various ways the methods of arrangement of 
every class of business that is carried on in it. roincs'are 
But even in the same place and the same trade 
no two persons pursuing the same aims will adopt 
exactly the same routes. The-tewdency to variatioTris'a-chief 
cause of progress ; and-the .abler..are-the-jindeidakcrs-in~any. 
trade the greater will - this tendency-be. In some trades, as 
for instance cotton-spinning, the possible variations are con- 
fined within narrow limits; no one can hold his own at all 
who does not use machinery, and very nearly the latest 
machinery, for every part of the work. But in others, as for 
instance in some branches of the wood and metal trades, in 
farming, and in shopkeeping, there can be great variations. 
For instance, of two manufacturers in the same trade, one 
will perhaps have a larger wages bill and the other heavier 
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cliarges on account of machinery; of two retail dealers one 
will have a larger capital locked up in stock and the other 
will spend more on advertisements and other means of build- 
ing up the immaterial capital of a profitable trade connection. 
And in minor details the variations are numberless. Each 
man’s-actions-are-infiucnced_by_his_spccial-opportnnibies-and 
resources, as well as-by Jiis .temperament andJiis-associatipns. 

But each man, taking account of his own means, will pusli 
the investment of capital in his business in each several direc- 
tion until what appears in his judgment to be the outer limit, 
or margin, of profitableness is reached; that is, until there 
seems to him no good reason for thinking that the gains 
resulting from any further investment in that particular 
direction would compensate him for his outlay. .The . margin 
of profitableness is not to be regarded- as- a -mere- point onany- 
one fixed line of possible investment ; but as a boundary lino 
of irregular shape cutting one after another every possible line , 
of investment. 

§ 3. When investing his capital in providing the means 
of carrying on an undertaking, the business man looks to 
being recouped by the pi-ice obtained for its various products ; 
and he expects to be able under normal conditions to charge 
for each of them a sufficient price ; that is, one which will not 
Prime or covei’ the Special, "difeef^ov' 2y'>'i'>ne cost, but 

special cost. also bear its proper share of the general expenses 
of the business ; and these we may call its supplementary cost. 
These two elements together make its total cost. 

There arc great variations in the usage of the term Prime 
cost in business life. But it is taken here in a 

Supplemen- r-, i 

taiy and total uaiTow sense. Supplementary costs are here 
taken to- include standing charges -on-account-of 
the, durable plant in which much of the capital of .thejpusiness 
has been invested, and also the salaries of the upp.er„em: 
ployees ; for the charges to which the business is put on 
account of their salaries caimot generally be adapted quickly 
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to changes in tlio amount of work there is for them to do. 
There remaint; jiotliitigJjut the (monoy^ cost of. the nuv mate- 
rial used, iu-inaking-the-conimodity-and-thc-wages-of- th at-part 
of the. labour spent on-itwhich-ispaidby.theJiouiujr-the.piece, 
and the e.Ktra-wenr nnd-tear-of-plant. This js .the^peciaLcost 
u'hicij a .manufacturer-has-in-vieu', if he is calculating the 
lowest price at which it will be worth his while to accept an 
order, irrespectively of any effect that his action might have 
in spoiling the market for future orders, and trade being slack 
at the time. But in fact he must as a rule take account of 
this effect : the price ,at„whicb itJs jtis t wor th his .while_to 
produce, even when- trade-is -slack, Js in ..practice .generally a 
good deal above this prime cost,-a.s we shall see shortly. 

Suijplcmcntary— costs- are of many diffex-ent kinds ; and 
some of them differ only in degree from prime-costs.- For 
instance, if an engineering firm is in doubt whether to accept 
an order at a rather low price for a certain locomotive, the 
absolute prime costs which must be unconditionally covered 
hy the price would include the value of the raw material and 
the wages of the artisaxis and labourers employed on the 
locomotive. But if work is slack the salaried staff probably 
Jiave some time on their hands ; and their salaries are there- 
fore commonly classed among general or supplementary costs. 
The -line- of-'dirision -is-however— often-blurred ...oyer. For 
instance, foremen and other trusted artisans are seldom dis- 
missed even in slack 'times; and, on tlie other hand, the staff 
in the office can be in a gi-eat measure adjusted to variation.s 
in tlie work of the firm by leaving vacancies unfilled and even 
by ueeding out inefficient men during slack times; and by 
getting o.xtra help or putting out some of the work in busy 
time.s. ■ • 
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CHAPTER V. 

EQUILIBRIUM OF NORMAL DEMAND AND SUPPLY, CON- 
TINUED, WITH REFERENCE TO LONG AND SHORT 
PERIODS. 

§ 1. The present chapter is chiefly occupied with difficul- 
ties in the problem of value, resulting from difierences between 
the immediate and the later eflTects of tlie same causes. In 
The term oase, as in others, the economist merely 

Normal is brings to light difficulties that are latent in the 
elastic. common discourse of life, so tliat by being frankly 

faced they may be thoroughly overcome. For in ordinary life 
it is customary to use the word Normal in different senses, 
with reference to different periods of time ; and to leave the 
context to explain the transition from one to another. The 
economist follows this practice of every-day life : but, by 
taking pains to indicate the transition, he sometimes seems 
to have created a complication which in fact he has only 
revealed. 

Thus, for instance, when it is said that the price of wool 
on a certain day was abnormallj'’ high though the average 
price for the year was abnormally low, that the wages of coal- 
miners were abnormall}’- high in 1872 and abnormally low in 
1879, that the (real) wages of labour were abnormally high 
at the end of the fourteenth century and abnormally low in 
the middle of the sixteenth ; everyone understands that the 
s.cope_o£_the- term-Norm.al..is -not-the-same~in_these various 
^ cases. - Everyone takes the context as indicating the special 
use of the term in each several case; and a formal inter- 
pretation clause is seldom necessary, because in ordinary 
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conversaiiou iiiisundcrstanclinsjs can l)o nipped in the bnd by 
<jiiCKtion .'intl answer. But let ns look at this matter more 
close!}’. 

Wc have noticed' Low a cloth inanuf.-icturer when calcu- 
lating the expenses of producing all the different 
things required for making cloth would need to from the 
frame his estimates with referonco to the amounts 
of each of them that would be wanted, and on the supposition 
in the first instance that thc-conditions_of. supply., wevikl be 
jiormal. But we have yet to take account of the fact that ho 
must give to this term a wider or narrower range, according 
as ho was looking more or less far ahead. 

Thus in estimating the wages required to call forth an 
adequate supply of labour to work a certain class of looms, 
he might take the current wages of .similar u'ork in the 
neighliourhood ; or he might argue (hat there w.as a scarcity 
of that particular class of labour in the neighbourhood, that 
its current wages there were higlier than in other parts of 
England, and that looking forward over several years so as to 
allow for immigration, he might take the normal rale of 
wages at a rather lower i-ato than that prevailing there at 
the time. Or lastly, ho might think that the wages of 
weavers all over the country were abnormally low relatively 
to others of the same grade, in consequence of a too sanguine 
■\'iow having been taken of the prospects of the trade half a 
generation ago. He might argue that this branch of w’ork 
was o\'ercrowded, that parents had already begun to choose 
other trades for their children which offered greater net 
advantages and yet were not more difficult; that in con- 
sequence a few years would see a falling-off in the supply 
of labour suited for his purpose; so that looking forward a 
long time he must take normal wages at a rate rather liigljcr 
than the present average. 

Again, in estimating the normal supply price of wool, ho 
1 See above, C)i. in. § -1. 

M. 
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would take the average o£ several past years. He would 
make allowance for any change that would be likely to affect 
the supply in the immediate future ; and he would reckon for 
the effect of such droughts as from time to time occur in 
Australia and elsewhere ; since their occurrence is too common 
to be regarded as abnormal. But he would not allow here 
for the chance of our being involved in a great war, by which 
the Australian supplies might be cut off; he would consider 
that any allowance for this should come under the head of 
extraordinary trade risks, and not enter into his estimate of 
the normal supply price of wool. 

He would deal in the same way with the risk of civil 
tumult or any violent and long-continued disturbance of the 
labour market of afi unusual character; but in his estimate 
of the amount of work that could be got out of the machinery, 
<fec., under normal conditions, he would probably reckon for 
minor interruptions from trade disputes such as are con- 
tinually occurring, and are therefore to be ..egarded as 
belonging to the regular course of events, '•that is, as not 
abnormal. 

In all these calculations he would not concern himself 
specially to inquire how far mankind are under the exclusive 
influence of selfish or self-regarding motives. He might be 
aware that anger and vanity, jealousy and offended dignity are 
still almost as common causes of strikes and lockouts, as the 
desire for pecuniary gain ; but that would not enter into his 
calculations. All that he would want to know about them 
would be whether they acted with sufficient regularity for 
him to be able to make a reasonably good allowance for their' 
influence in interrupting work and raising the normal supply 
price of the goods. 

In short, the practised business man simplifies his task by 
giving his attention to one set of difficulties at a time, making 
almost instinctively first one and then another provisional 
supposition to help him on his way. 
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§ 2. But thoTIg]mpplications-o£-the.±erm-HoEm.^l-^^t=o-thus 
e]astics,-and-capable„C)f beinj" extended gradually anj short 

from -very_sbor.t_ to. veryJoDg. periods,;...yet„tliose period normal 
periods may-be.diYided-roughly:,iiito_two^classes. 

In. the first class there is time for the supply of those things 
which are used in producing the commodity (or in other 
words, its factors of production), to adapt itself to the 
demand ; in the second class there is not. 

For instance, on the day following a large catch of 
mackerel the price in the market may settle 
down after a little manceuvring at as many from fish 
pence as it had been at shillings on the previous 
day; and this change will in no way depend on the normal 
cost of catching mackerel, it will be governed by the volume 
of the past catch, with perhaps some slight refer- oscillations of 
ence to the chance that a similar catch may be market price, 
had on the morrow. If we suppose the boat to be owned by 
a capitaiisi/ -wlio pays the fisherman by the day, tlie net 
earnings of lud boat for the day will be the excess of the 
price he gets for his fish over Jus-outlay-foi“\vages-and-stores, 
together, witluallowancfi. for the iniury done tO th e boat a nd 
net by-the day’swvork. 

For tliat particular day’ this excess may bo either more or 
less than the~normal'Supply-price required to make it worth 
his while to provide the boat and Jts equipment and the 
business organization needed for managing it and selling its 
catch. But _if,-in*thel6ug run,and..on,„the average, it is more 
than this normal supplyprice,.,capifeil,.will.driftrinto-the- 
tishing" trade; if less, it will drift out; that is to say, old boats 
and nets, when Avorn out, will seldom be replaced. And 
therefore, if the general conditions of the fishing trade are 
stationary, the earnings of the boat will oscillate ■ about this 
normal supply price. 

But next suppose there to be great increase in the general 
demand for fish, such_ for instance as might arise from the 
■ 14;— 2 
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spreading of a disease througli all kinds of farm stock simul- 
taneously, by which meat was made a dear and 
nomal supply dangerous food. The increased demand for fish 

price for short could not Well bo met without brinstiu" into the 
pcnods. ^ o 

fishing trade some people from outside, who were 
not fitted by training to do its work well, and to whom many 
of its ordinary incidents would prove great hardships. Old and 
unsuiUihlc boats would be pressed into the service ; while the 
better class of boats would earn an excess above the expenses 
of working them, that would amount in a year perhaps to 
fifty per cent, or more on their total cost ; and able fishermen, 
whether paid by shares or by the day, might for a time get 
twice their ordinarj’" wages. Thus the nonnal price of fish 
would be higher than before. Variations -in' the catch -of-fish 
from day to day- might make' the market-price oscillate at 
]east as violently as before about this normal level for. .an 
increased amount, but thislevel .would rise rapidly with "every- 
such.increase of demand. 

Of coui’se these high piices would tend to bring capital 
and labour into the trade : but if it were expected that the 
disease among live stock Avould not last very long, and that 
therefore tlie unusual demand for fish would die away in a 
few years, people would be cautious about investing capital 
and skill in a trade that was in danger of being glutted. And 
therefore, though when the demand slackened off, the price 
would fall to, and probably below its old level ; yet so long 
as the demand was fully maintained -the price would keep up. 
And here we see an illustration of the almost universal law 
that the. term Normal,- being- taken-to' refer to a short period 
of time, the jiormaLsupply_pricejs-likely-to~be -raised, by-an 
increase in riemand. 

• § 3. But if we turn to consider the, normal supply price 
with reference, to a Imxg period of time, we shall find that it is 
Normal value ^ different Set of causes, and with 

in relation to different results. For suppose that the disuse of 
long periods, ^gat causes a permanent distaste for it, and that 
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an increased demand for fish continues long enough to enable 
the forces Avhich its supp]}'^ is governed to Avork out their 
action fully. The source of supply in the sea might perhaps 
shoAY signs of exliaustion, and the fishermen might have to 
resort to more distant coasts and to deeper waters, Nature 
giving a Diminishing Return to the increased application of 
capital and labour of a given order of efficiency. On the other 
hand, those might turn out to be right Avho think that man is 
responsible for but a very small part of the destruction of fish 
that is constantly going on ; and in that case a boat starting 
with equally good appliances and an equally efficient crew 
Avould be likely to get neai-ly as good a haul after the increase 
ill the total volume of the fishing trade as before. Ia_any. 
case the normal cost.of ,equipping_a gopdjroatjn'ith.an efficient 
crew- would -certainly not be"higher,~and__ prob ably be a little 
,lower -after- the -trade-hacLsettled .down -to -its .now increased 
, dimensions than before. For since fishermen require only 
trained aptitudes, and not any exceptional natural qualities, 
their number could be increased in less than a generation to 
almost any extent that was necessary to meet the 'demand; 
wliile the industries connected with building boats, making 
nets, (fcc. being now on a larger scale would be organised more 
thoroughly and economically. If therefore the waters of the 
sea showed no signs of depletion of fish, an increased supply 
could be produced at a lower pi-ice after a time sufficiently 
long to enable the normal action of economic causes to ivork 
itself out: and, -tlje-term-NormaL-being-. taken to„refpf " 
Jong period of-time, the -normal -price -of ‘fiaL-jvojdd.decrease 
with 'aiT' increase - in.- demand. 

§ 4. To sum up first as regards short periods. The supply 
of specialized skill and ability, of suitable machinery and 
other material capital, and of the appropriate 
industrial organization, has not time to be fully elusions as to 
adapted to demand; but the producers hatm to 
adjust their supply to the demand as best they can Avith the 
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appliances ali'eady at tlieir disposal. On the one hand there 
is not‘-time materially to rncrease-those-applmnces if clro supply 
of them is deficient.; and-on the-othet, if' tile supply is exces- 
,siv6,-some-of_tliem-must-r6main-impoi-f6ctly— employed, -since 
there .is.not*time“for-the''supply to he much -reduced by gradual 
deca 3 %_and,.by_conversion_to othec-uses. The particular income 
derived from them does not for the lime affect perceptibly the 
supply ; and does not directly affect the price of the commodi- 
ties produced by them. It is a surplus^of-totaLxeceipts over 
prime cost ; -but- unless •it-is'sufficient'to cover in the- long run 
a -fair .share of -the general costs of the business, -production 
will gradually fall off^ 

Next to sum up as to long-periods. In.them.alLinvest- 
ments-of -capital-and effort -in • providing- the- material plant 
and -the -organization • of - a business, -and in 
acquiring trade knowledge and-specialized ability, p"riods*° 
have time, to be adjusted- to the incomes which 
are expected, to -be earned -by - them-: and the estimates- of- 
those-incomes-therefore-directly . go.vern_supply, ,,and . are. the 
true long-period normal supply -price of the commodities pro- 
duced. A great part of the capital invested in a business is 
generally spent on building up its internal organization and 
its external trade connections. If the business does not 
prosper all this capital is lost, even though its material plant 
may realize a considerable part of its original cost. And 
anyone proposing to start a new business in any trade must 
reckon for the chance of this loss. If himself a man of 
normal capacity for that class of work, he may look forward 
ere long to his business being a representative one, in the 
sense in which we have used this term, with its fair share of 
the economies of production on a lai-ge scale. If the net 
earnings of such a representative business seem likely to be 
greater than he could get by similar investments in other 

1 Thus it has something of the nature of a rent. Compare below, Ch. Tin. 

§ 1, and Appendix C, . 
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trades to winch ho has access, he will choose this trade. Tlmq 
that irrrestmeiit-of capital Jii_a trade, -on*avhich“the-prica_of 
tho_commoditj'’_,pi'oduccd_h 3 '_it_dcpcncls-iu-the']o»g'run,— i.s. 
governed -bj-estiniates on the -one . hand, of. the -outgoings 
required to build up and to work a rcprcscntativo firm, and on 
the otlier of the-incomings,-.sprend over a long period of .time,, 
to -bo -got- by- Buch-arpriecr 

g 5. To go over the ground in another waj-. .INfarloit 
vahies-are— governed-Ji\' the, j-clatioa of xlomand-^-to-si-ocks- 
actually -in - the -market-; with more or less - reference—to 
‘future’ supplies, and not without -some. influcncc„of„ trade 
..combinations. But the current supply is in 
itself the result of the action of producers in J^ft oflb™' 
the past ; this action lias been mainly deter- ‘erm Normal 
mined by their comparing the prices which thej' ^'the'sa^e'for 
expect to get for their goods with the expenses 
to which they ^^^ll bo put in producing them. 

The range of expen-ses of which they take account will depend 
on whether they are morel}’ considering the extra expenses of 
certain oxtm production with their existing plant, or arc 
considering whether to lay down new plant for the purpose. 
But in any case it will be the general rnlo that that portion 
of the supply which can be most easilj' produced will bo pro- 
duced, unless the price is expected to be very low. J2very- 
increase in . the -price-cxpected "^vill,- - as a • rule, - induce . some 
people who would’ not otbenviso-have-produced-anytliing,_to 
produce a-littlej'tvliile' fliose 'wlio'have produced something 
for- the -lo wer_price,_will~probably"produco.jnore_for the. 1 ligher 
.price. 

The general drift of the-term-ITormnl Supply JRrico -is 
always .the, same .whether the-period-to which it-refers is short, 
or long; hut there are great differences -in detail.- In-everj’ 
.case -it means'the price- the expectation- of -which is-sufiicient 
and-only just- sufficient’ to make it worth ^’hile for -people to 
produce • a- ■certain’Taggregate^mount 'yearly, :jn_every -case 'it- 
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is-4rhe mtiTginai x30st-o£ .production-; that is, it is the cost of 
production of those goods which are on the margin of not 
being produced at all, and Avhich would not be produced if the 
pi'ice to be got for them wei’e expected to be at all lower. 
But-the-causes -which- determine- this- margiu- -vary- with_the. 
length of the .period-under'ccmsideration. 

§ 6. Of course there is no. hard and sharp line of division . 
There is no between . “ long ” and “ short ” periods. Nature 

sharp division has drawn no such lines in ’the economic condi- 
betwcen long . , . , 

and short tions of actual lite ; and in dealing with practical 
periods. problems they are not wanted. Just as we con- 

trast civilized with uncivilized races, and establish many 
general propositions about either group, though no liard and 
fast division can be drawn between tlie two ; so we contrast 
long and short peiiods without attem ptin g, any rigid-demarca- 
tion between them. But four classes stand out. In each, price 
is governed by the relations between demand and 
of problems of Supply. But as regards-inai'Afi^-prices,- Supply- is - 
perio'ds^o*'^ taken. -to -mean.. the- stock- of- the commodity .in 

which they question- which is on- handj- or -at- all events -“in 
sight.” As regards normal prices, when the term 
Noi’mal is taken to relate to short periods of a few months or 
, a .year, . Supply- means broadly what can be produced for the 
price in question .ivith - the existing-stock-of-plant, -personal 
and impersonal, -in the giyen„time. As j.’egai:ds.jiormaJ -prices', 
-when- the -term -Normal is -to -refer -to- Ion ff periods- of- several 
years. Supply means what can be produced..by plant, which 
.itself can be Temuneratively_producecLand_applied within th^, 
-given't'ime ; while lastly,- there are very gradual or Secular 
movements of normal,.pi'ice, .caused._by. .the, gradual gr.owth-of 
knowledge,- of-population and of caoital, and the changing 
con ditions .of .demand-.ana-supply- from-one -generation- to 
another." 

The remainder of the present volume is- chiefly concerned 
with the third of- the -above -classes. That is, it discusses the 



LONG AND SHORT PKRIODS. 


217 


iionnal relations of wages, profits, prices, <fec,, for long periods 
of several years. But occasionally account has to be taken of 
gradual changes ; and one chapter. Book VI. Ch. xii., is given 
up to “The Influence of Progress on Value,” that is, to the 
studj' of very gradual, or secular, changes of value. 

On the other hand the fii-st two classes will come into 
prominence when we discuss, in the second volume, fluctua- 
tions of prices and wages arising from quickly passing changes 
in the state of commercial credit, and other cause.s. And 
cliapBjuili “'Crude Unions” at~the.end-of tho-present volume' 
i.s partly concerned with these two classes.. 
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CHAPTER VI. 

JOINT AND COMPOSITE DEMAND: JOINT AND COMPOSITE 
SUPPLY. 

§ 1. The clera.md for the things used for making other 
Derived <3c- and their factors of production, is in- 

mand and joint direct; it -is— deriucc^ “from' the dornand for, the 
demand. things - towards tlie production , of which thej:, 
contribute; or, in other words, the -demands' for - all~-tlie 
various factors of production ' of a finished- commodity are 
joined together in the joint demand for it. Thus the demand 
for beer is direct, and is a joint demand for hops, malt, 
brewers’ labour, and the other factors of production of beer: 
and the demand for any one of them is an indirect demand 
derived from that for beer. Again there is a direct demand 
for new houses ; and from this tliere arises a joint demand for 
tlie labour of all the various building trades, and for bricks, 
stone, wood, etc,, which are factors of production of building 
work of all kinds, or as we may say for shortness, of new 
houses. But the demand for .any one of these, as for instance 
the labour of plasterers, is only an indirect, or Derived, 
dem.and. 

Let us Lake an illustration from a class of events that 
Illustration frequent occurrence in the labour market ; 

suppose that the supply and demand for 
in the build- building being in equilibrium, tliere is a strike 
ing trade. gi'oup of workers, say the 

plasterers, or that there is some other disturbance to the 
supply of plasterers’ labour. In order to make a separate 



JOINT AND COSIPOSITE DEMAND AND SUPPLY. 219 


study of the demand for that factor, we suppose firstly 
that the g ener al conditions q£ the-demand for ueiY. houses, 
remain unchanged (that is, that the demand schedule for 
new houses remains valid); and secondly we assume that 
there is no change, in, -the -generaL.conditions of supply_of 
the other factors, two of which are of course the business 
faculties and the business organizations of the master builders 
(that is, we assume that their supply schedules also remain, 
valid). T-hen-a temponny check4io-the supply of plasterers’ 
labour will 'cause "a'proportionate...check to the amount, of 
building: the demand pfice'fdr the -diminished number of 
houses will- be- a little-higher-than, before; and the supply. 
price.s for the other-factors- of -production-will-not-be greater 
than before. Thus new houses can now be sold at prices which 
exceed by a good margin the sum of the prices at which these 
other requisites for the production of houses can be bought; 
and that margin gives the limit to the possible rise of the price 
that ivill be offered for plasterers’ labour, and on the supposition 
that plasterers’ labour is indispensable’. 

§ 2. It is however important to remember that if the 
supply of one factor is disturbed, the supply of othem is likely 
to be disturbed also. In particular, ..when the factor of., which 
the supply is disturbed is one class of labour,' -as -that oLthe 
plasterers, the employers’ earnings generally. act , as a -buffer. 
That is to say, the loss falls in the first instance on them; 
but by discharging some of their workmen and lowering the 
wages of others, they ultimately distribute a great part of it 
among the other factors of production. 

We may note thfi..g»Beral-€OBdition 65 -«nder which a check 

* The different amounts of this margin, corresponding to different checks 
to the supply of plasterers’ labour, are determined by the general rale that, — 

The demand price for any thing used in producing a commodity is, for each 
separate amount of the commodity, limited by the excess of the price at which 
that amonut of the commodity can find purchasers, over the sum of the prices 
at which the corresponding supplies of the other things needed tor makmg it 
will be forthcoming. 

This and several other results of the present chapter can be most clearly 
apprehended by the aid of diagrams. See Principles V. vi. 
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to the supply of a thing that is wanted not for direct use, 
Conditions but as a factor of production, may cause a very 
acheciTt'o''^^ great rise in its price. The first condition is 

supply may that . the .factor . itself should be- essential,- or. 

price of a factor iiearly_ essential to the production of .the_CQm- 
of production, modity, -no .good-substitute^being-avxiilable at - a ■■ 
moderate price. 

The _second~condition-is 'that the coirfmodity in the pro- 
duction of which it is a -necessar}" factor,, should be one for 
which the demand ' is'stifr-and-inelastic ; so that a check to 
its supply will cause consumers to offer a much increased 
price for it rather than go without it; and this of course 
includes -the condition that no good .substitutes. for the com- 
modity are available at a price but little higher than its 
equilibrium price. If the check to house building raises the 
price of houses very much, builders, anxious to secure the 
exceptional profits, Avill bid against one another for such 
plasterers’ labour as there is in the market. 

The .third condition is that -only a, small pari joi the 
expenses .of production~of— the-commodity„should_consist-of 
tb.e.,price,.oL.thisriactor. Since the plasterers’ wages are but 
a small part of tne total expenses of building a house, a rise 
of even 50 per cent, in them would add but a very small 
percentage to the expenses of production of a house and would 
check demand but little. 

The-fourth-condition-is-that'-even-a - small ..check to the 
amount demanded-should cause a- considerable fall in the 
supply- prices of- other factors of production; for that will 
increase the margin available for paying a high price for this 
one. If, for instance, bricklayers and other classes of work- 
men, or the employers themselves cannot easily find other 
things to do, and cannot afford to remain idle, they may be 
willing to work for much lower eanxings than before, and this 
will increase the margin available for paying higher wages to 
plasterers. 
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The rise in plasterers’ wages would bo checked if it were 
possible either to avoid the use of pljister, or U> 
get the work done tolerably well and at a mode- iJfflucncc of 

rate price by people outside the plasterers' trade. 

mi ^ T « 1 • . y ^ t 1 Substitution. 

The— lj?iW'~of~^Sui>Btitutiou. .here, .fis elscwhero 
e.\ercises-a subduing influence on forces which might otherwise 
lead to startling results. The tyranny which one factor of 
production of a commodity might in some cases exercise over 
the other factors through the L.aw of Derived Demand is 
tempered by tlie Law of Substitution. 

The relations between plasterers, bricklayers, etc. are 
, rcpresentiitivo of much that is both instructive and romantic 
in the histoi^' of alliances and conflicts between trades unions 
in allied trade.s. But the most numerous instances of J oint 
demand are those of the demand for a raw material and the 
operatives who work it up; as for instance cotton or jute or 
iron or copper, and those who work up these several materials. 
Again, the relative prices of diflerent articles of food vaiy a 
good deal with the supply of skilled cooks’ labour ; thus for 
instance many kinds of meat and nmny parts of vegetables 
whicli are almost valueless in America, where skilled cooks 
arc rare and expensive, have a good value in France where the 
art of cooking is widely' difTused. 

§3. "We have already' noticed how the demand for any 
commodity is made up or compounded of the composite 
demands of the diflerent individuals who may' demand, 
need it. But we now may extend this notion of composite 
deTjmnd to factors of production. Nearly-every-raw.matorial 
and nearly every kind of labour is-applied -ur-many'-different 
branches . of , industry', and contributes. to_the..production-of-a 
great_variety_o£_coinniqditiesj and tlie. total demand-for it is 
the sum of the derived demands for it, in each of these severaL 
uses-. 


See Book in. Cli. : 
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§ 4 . We may now pass to consider the case of joint^^o- 
T • 4. c 1 • duct^j i.e. of Jthines which cannot, easily be pro- 

duced- separately ; -but-are-joined—m' a common- 
origin, such as gas and coke,-or,beef and. hides, .or. wheat .and 
straw. As there is a joint demand for things joined in a 
common destination, so there is a pint supply of things Avhich 
have a common origin. The single supply of the common 
origin is split up into the various derived supplies of the 
things that proceed from it. 

The prices of the gas and the coke, the joint products 
that are got from a ton of coal, must together be enough 
to cover their joint expenses of production. If the demand 
for gas rises, more coke will be produced, and its price 
must fall, so that the increased supply may be taken off 
the market. The rise in the price of gas must be sufficient to 
cover this fall in the price of coke, and also to cover the 
increase, if there is any, in the joint expenses of production of 
gas and coke. Again, since the repeal of the Corn Laws much 
of the wheat consumed in England has been imported, of 
course without any straw. This has caused a scarcity and a 
consequent rise in the price of straw, and the farmer who 
grows wheat looks to the straAv for a great part of the value of 
the crop. The.value.of straw.then-is high- in -countries which- 
import wheat, and low in those which export- wheat. In the 
same way the price of mutton in the wool-producing districts 
of Australia was at one time very low. The wool was ex- 
ported, the meat had to be consumed at home ; and as there 
was no great demand for it, the price of the wool had to 
defray almost the whole of the joint expenses of production of 
the wool and the meat. Afterwards the low price of meat 
gave a stimulus to the trade of preserving meat for exporta- 
tion, and now its price in Australia is higher. 

There..are.very.Le\Y_cases_of . joint„.prpducts the cost of pro- 
duction of both-of- which -together -is-exactly-the same as-that- 
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of of-Uiciu iiluuc. So long ns nny protlncf of n Inisiness lins 
a uinrlcpt value, it is nlinosi sum to have clovofcd to it sonio 
special c.are and expense, which would bo dimin- proper- 
ished, or dLspensed with if tlie demami for that 
jiroduct were to fall very much. Thus, for instance, ^neniiy be 
if straw were valueless, fanners would exert them- 
selves nmro than they do to mako the car bear as large a 
]>roporlion as possible to the stalk. Again, tlio impoiiatioii 
of foreign wool has caused English sheep to be adapted by 
judicious crossing and selection so n.«s to develop heavy weights 
of good me.*it at an early age, even at the expense of some 
deterioration of their wool. It -is only-whoii-ono-of-two. 
things produced bj* the same .process is- vAlunIess,.unsalcablc, 
and yet does not involve an 7 expense for its removal, that 
there is no induccinent to attempt to niter its amount 

§5. We may pass to the problem of.comjDositc-suppff/,. 
wliich is annlogomi to that of com|>osito demand, composite 
Wlicn-a thing-hns-soveral-sourccs-of^scoduction, ®“PP*y* 
its total ^upjdy is-tnndo up,- or- compounded,, of .the supplies 
from nil tho-6evc^^.sourccsj.andthe8e1nupplics7a'^^7/l.'a^7md- 
com/<ctttu'c.io-one-nnoMier. Each is likely to bo applied in 
“substitution” for the others: for tho principle .of .substitu- 
tion leads every buBiuess-mnn to select tlinso-menns*io his end 
that are most eflicient in proportion to .their, cost; unless 
indeed he is negligent, or has some independent reason for 
preferring tho more costly one 

S tlio causes which govern the production of two of these 
rivals aro nearly the samo,.tbcy may-for many .purposes bo 
treated as one commodity. For instance^ beef and mutton 
may bo treated as varieties of one commodity for many pur- 
poses ; but they must bo treated as separate for otliors^ as for 
instance for tliaso in which tho question of tho supply of wool 
enters. 
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but factors o£- production : for instance, there are many, rival 
fibres which are used in makihg ordinary printing paper. We 
have just noticed how the fierce action of derived demand for 
one of several complementary supplies, as e.g. for the supply 
of plasterers’ labour, was liable to be moderated, when the 
demand was met by the competitive supply of a rival thing 
which could be “substituted” for it. 

§ 6. All the four chief problems, which have been dis- 
cussed in this chapter, have some bearing on the causes that 
govern the value of almost every commodity : and many of 
the most important cross connections between the values of 
different commodities are not obvious at first sight. 

Thus when charcoal was generally used in making iron, 
the price of leather depended in some measure on 
intricate reia- '^bat of iron ; and the taimers petitioned for the 

tions between exclusion of foreign iron in order that the demand 
the values of ^ ^ i . 

different on the part of English iron smelters for oak 
charcoal might cause the production of English 
oak to be kept up, and thus prevent oak bark from becoming 
dear. 

Again, the development of railways and other means of 
communication for the benefit of one trade, as for instance for 
wheat growing in some parts of America and for silver mining in 
others, greatly lowers some of the chief expenses of production 
of nearly every other product of those districts. Again, the 
prices of soda, and bleaching materials, and other products of 
industries the chief raw material of which is salt, move up 
and down relatively to one another with almost every im- 
provement in the various processes which are used in those 
industries. And every change in those prices affects the prices 
of many other goods; for the various products of the salt 
industries are more or less important factors in many branches 
of manufacture. 

Again, cotton and cotton-seed oil are joint products, and 
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tlio r(‘ci?iit fall in tbo price of cotton is largol}'’ flue to the im- 
proved niamifacturo and uses of cotton-sood oil : and further, 
as the history of the cotton famine shows, the price of cotton 
largely affects that of wool, linen and other tilings of its own 
class. 



CHAPTER VII. 


PRIME AND TOTAL COST IN RELATION TO JOINT PRO- 
DUCTS. COST OF MARKETING. INSURANCE AGAINST 
RISK. 

§ 1. We may noAv return to the consideration of Prime 
and Supplementary Costs, Avith special reference 
tothe joinTpro- proper distribution of the latter betAveen 

ducts of the the Joint products of a business. For instance 
the shipoAvner has to apportion the expenses of 
his ship betAveen heavy goods and goods that are bulky but 
not heavy. He tries, as far as may be, to get a mixed cargo 
of both kinds ; and an important element in the struggle for 
existence of rival ports is the disadvantage under Avhich those 
ports lie Avhich are able to offer a cargo only of bulky or only 
of heavy goods : Avhile a port Avhose chief exports are Aveighty 
but not bulky, u,ttracts to its . neighbourhood industries Avhich 
make for export goods that can -be shipped from it at -loAV 
freights. 

From the expenses of transport Ave pass easily to those of 
Difficulties as Some kinds of goods are easily mar- 

to the expenses keted ; there is a steady demand for ,them,- and 
of marketing. g^].,^3yg- safe' to'-malce them- for- stock. But 

for that Amiy reason competition cuts their price “ A^ery fine,” 
and does not alloAV a large margin above the direct cost of 
making them. Sometimes the tasks of making and selling 
them can be rendered almost automatic, so as to require very 
little to be charged on their account under the heads of the 
expenses of management and marketing. But in practice it is 
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imt. uiKvniinifiii to clini^u Midi ^kxIs with ovon Ipsi than tlio 
Miinll sharp that vuiihl pmjtcriy fall to thcin, and to uho them 
n<« a im-ans of ohtaintng and maintaining a husinp«s ponnpction, 
tliiii nill fncilitata the marketing of other dns<!cs of gcxxls, thn 
product ion of which cannot so well lie rcduml to niutiiip; for 
ns to thi'sc then' is not so c1u«r a competition. Mnnufacturom, 
P'-ppciaHj* in trad»’s connccterl with fnniituro and dress, and 
rptail'*n! in almost all trades frequently find it Ijcst to uso 
c'Tiain of their goods ns a means of advertising others, and to 
charge the first with less and the second with more than their 
pmport ionato share of Supplemcntniy expenses. In the fonner 
class they put those goods which are so uniform in character 
and so largely consumctl that nearly all purchasers know their 
value well, in the second thoso with regard to which pur- 
chasers think more of comsulting their fancy than of buying 
at the lowest possible price. 

Kcouomic pro gr es«"ia-eonstnnUy..offeringjmw3icilituis for 
marketing goods at a distancciitJiot.imlyJo\vGis Locnl faciiitieB 
cost of carringi^-hut- whnt-is-often-more Jmport- for marketlnir. 
ant, it enables producers and consumers in .distant .places .to 
gct.iu. touch with one another. In spite of this, tho advan- 
tages of (he producer who Ih-cs on the spot aro I'ciy great in 
many trades ; they often enable liim to hold his own against 
competitors at a distance whoso methods of production nro 
moto economical. He can sell in his own nciglilxiurhood ns 
cheaply as they can, liccnuso though tlio cost of making is 
greater for his goods than for theirs, ho cscivpcs much of the 
cost which they incur for marketing. But time is on -tho 
.sido'of- the -more-ccononuc. methods. of production; and his 
distant competitors will gradually got a stronger footing in 
tho place, unless he or some new man adopts their improved 
motliods. 

A.groatj}art.of. these exponses- of -marketing .results from 
the risk-tliat a thing preparing for a certain market^will not 
find -the expected sale there. But it still remains to make a 

15—2 
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closer study of the relation in which Insurance against the 
risks of a business stands to the supply price of any particular 
commodity produced in it. 

§ 2. The manufacturer and the trader commonly insure', 
Insurance against injuiy by fire and loss at sea ; and thd 
against risk, premiums which they pay are among the general 
expenses, a share of which has to be added to the F 'ime cost 
in order to determine the Total cost of their goods. But the 
greater part of business risks are so inseparably connected 
with tho general management of the bu.siness that an insu- 
rance company which undertook them would really make itself 
responsible for the business : and in consequence every firm 
has to act as its own insurance office -with regard to them. 
The charges to which it is put under this head are part of its 
general expenses, and a share of them has to be added to tho 
Prime cost of each of its products. 

But there is a danger of allowing for these lisks more than 
once. When a fanner has calculated the expenses of raising 
any particular crop with reference to an average year, lie 
must not count in addition insurance against the risk that 
tho season may be bad, and the crop a failure ; for in taking 
an average year, he has already set off the chances of 
exceptionally good and bad seasons against one another. 
I^Tien the earnings of a feriyman have been calculated on the 
average of a year, allowance has already been made for the 
risk that he may sometimes have to cross the stream with an 
empty boat. 

When a manufacturer has taken the average of his sales 
of dress materials over a long time, and based his future 
action on the results of his past experience, he has already 
allowed for the risks that the machinery vinli be depreciated 
by new inventions that will render it nearly obsolete and that 
his goods ■will be depreciated by changes in fashion. If he 
were to allow separately for insurance against these risks, he 
would be counting the same thing twice over. 
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TIii« cliccuv-:i(iii of iU« rioks of Imrlo has ngsiitt liroughb 
iK-fonsus 1li«> fact that, tho value. of. tliiug. though it-tends 
to. pfjnal_ itt nonnal .(money) .(W^tjof.jiioductiou^clocs-iiot- 
ctuncidc witli it at any -particular- liinor- s-t-vb J»y— accklant. 
TIic value in u«c of a bell with a flaw in it is very’ Httlo; it 
can u>-efl only a.s old metal and therefore its price is only 
<l>al «if the. old metal in it. “Wlicn it wn.s being cast the 
same trouble and expense wore incurred for it as for other 
Ik'IIs which turned out sound. Tt” Expenses of production 
were the same ns those of sound bells : but they have great 
value in use and are therefore sold at a high price. .Tho-prico 
of each particular bell is limited by its -value in use : what 
the Laa* of Normal Value states is that the price of cracked 
bells and sound bells together must in the long run cover the 
expenses of making bells. 
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CHAPTER VIII. 

SHORT NOTI^S ON SEVEIIAL PltORLEJIS. 

§ 1. We aro now at tlio end of that part of the general 
theory of value which can bo presented in an easy form. But 
a word or two may be said hero as to the general drift of a 
few doctrines, the investigation of whiclx belongs to an ad- 
vanced course of study. 

In Appendix C it is shortly argued that the so-called 
“rent” of a house, after deducting for the value 
Quasi-rents. which it is built, is really profits 

on capital invested in building; but that such profits, and 
also the profits earned by machinery and other appliances for 
production, have -something in them of the natui-e of rent,* 
and that when short periods of time arc under consideration 
they may properly be regarded as Quasi-rents. 

The average income earned by the machinery in noimal 
times is pretty sure to be about enough to give a moderate 
return of net profits. Por if it gave but a veiy poor profit, 
capital would leave the trade ; and if it gave a very liigh profit, 
capital would flow into the trade, and by its competition 
bring the rate of profits down to the normal level. But this 
argument assumes that the trade is open. It is not applicable 
to a monopoly. 

§ 2. A monopolist may be, and often is, influenced by 
many other motives than the-immediato desire 
Monopolies. gain. But-in-scrfai‘1fS~hcris~governed-by.this 

motive, Jie'Will'-endeavoui*-to-keep..the„pnce of his cot»modity.„ 
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at the level.which will give Lim tlie greatest net revenue. If, 
for instance, a steam-ferry company with a practical monopoly 
of a short cut between a town and its suburb could get 2,000 
passengers weekly at a fare of 3fZ., 4,000 at ‘Id., or 10,000 at 
Id . ; and if it calculated that its working expenses would be 
at the rate of 2d. for the first number, IJc?. for the second, 
and |e?. for the third, it would be likely to fix the fare at 2d. 
For the figures would stand thus : 


Pare. 

Number 

carried. 

Cost per 
heai 

Net 

revenue. 

3d. 

2,000 

2d. 

2,000d. 

2d. 

4,000 

Hd. 

3,000d. 

Id. 

10,000 

|d. 

2,600d. 


Jt_JiVOuldJihus_get-a-highec_revenue_with_ft_fa]Cft_of_2.^ 

tVi.iTi with either ii d. ctr Id. 

If, however, it could be induced to lower its fare to Id., 
the 4,000 people who had paid the 2d. would gain 4,000d. net : 

■ and the 6,000 people who would walk round rather than pay 
2d., but would pay Id. rather than walk, would also derive a 
benefit from the change. If we put the aggregate value of 
this benefit to them at 2,000d., we find that a change which 
took but 500d. from the net income of the ferry company 
would confer G,000d. worth of benefit, or consumers’ surplus 
as we have called it, on the public. This case illustrates the 
starting point of many interesting problems h 

§ 3. -T-he-striking-features-ofJiih e case of t h6..ferry.-are.- 
derived from the "fact 'that- a great. jaumber-.of indirect 
passengers .can. .be,.carried-at-a~loweE_cost„per, va®riitfons in 
head t oLthe jsompany-than.a.-smalLnumben And demand, 
it may be observed that in any branch of production which is 
free from monopoly and in which this rule holds (or in tech- 
nical terms which shows a tendency to Increasing Betum), an 

1 The practical applications of such lines of reasoning belong to a later 
stage of economic study: bnt their leading ontlincs are shown by aid of 
diagrams in Principles, V. xiv. -- 
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increased demand is sure to be followed by a fall in supply 
price under the direct influence of competition ; and thus 
every additional purcliaser confers a benefit on others. Books, 
for instance arc made cheaper, to the benefit of all concenied, 
by an increase in the demand for them. But oats are made 
dearer by an increase in the demand fo»’ them. If rich men 
kept many superfluous horses, they would make food dearer. 
If instead they bought many book.s, they would enable other 
people to buy more books for a given outlay than before. 
Tills case also points to many interesting problemsk 

1 'i'lio leniling ontlincs of Koino of thesb iiro sliowii by aid of dingmins in 
Pnneiphs, V. xn. niid xni. 
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BOOK VI. 

VALUE, 

OR 

DISTRIBUTION AND EXCHANGE. 
CHAPTER I. 

PRELDIINAllY SURVEY OF DISTRIBUTIO.V AND EXCUANGE. 

g 1. Tni: keynote of this Book is in tlio fact thafcjree. 
Juimaa beings are nofc_brought-up -to'their-'vv’orlc-on-thojsamo 
principles as a machinej-a-hocse, or a_slave. If they were 
tljere would be very little difference between the 
distribution and the exchange side of value ; for_ Book vi. 
thea.tlie-return-to.eacb .agent of production would whole, 

.only just__suffice_on_the. av.ecage_tQ_coxer_its .expenses of 
production uith wear. and. tear, etc.: — on the average; i.e. 
after allowance had been made for casual failui-es to adjust 
supply to demand. But as it is, oia groAving power over nature 
makes her yield an ever .larger-surplus above necessaries ; and, 
though ±his-.raight_be-absorbed-by- a_very.rapid .increase - of- 
population, yet, in .fact populatioiLjLn,„a.-modern_. civilized 
country-does not- increase rapidly up to the- means.oLsubsist- 
jence; and all saVe the poorest do in fact enjoy a growing 
surplus above mere necessaries. There remain therefore the 
questions: — ^Vlhat are'the~genefal 'causes which - goA^ern the 
distribution - of— this-surplus -among - the . people % W hat part 
is played by conventional necessaries, i.e. the Standard of 
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Coinforli? WJi.'ifc by tlio influence which methods of con- 
sumption and iiabits of life exert on eflicienc}’^; by wants 
in relation to activities, i.c. by the Standard of Life? What 
by tlie manj^-sided action of the principle of substitution, 
and by the struggle for survival between hand-workers and 
brain- workers of difierent classes and grades? What by the 
power wliich the use of capibil gives to tliose in whose hands 
it is? Wliat share of the general flow is turned to remune- 
rate those who work and “wait,” as contrasted with those 
who work and consume at once the fruits of their endeavours ? 
An attempt is made to give a broad answer to these and 
some similar questions. 

The problem .of distribution-is-difiicjilt : no solution of it, 
The problem ''vhich is simple, can be true. Closer study has 
difficult: shown that what professed to be easy answers 

illustrations to it. Wore really partial answers to imaginaiy 
needed. questions that might have arisen in other 

worlds than ours in which the conditions of life were 
very simple'. But yet the work done in answering those 
questions was not wasted: for a very difficult problem can 
best be solved by being broken up into pieces.; and each of 
these simple questions contained a part of the gi’eat and 
difficult problem which we have to solve. Let us profit by 
this experience and work our way by successive steps. 

§ 2. Xict us begin by studying the jnfluence of demand-on 
-the earnings of labour, drawn from an imaginary 

First, all ^ , 

supposed world in which everyone owns the capital that 

equ^and'^ aids him in his labour; so that the problem of 
abie'-'^popuia relations of capital and labour does not arise 

tion station- in it. That is, let us suppose that but little capital 
is used ; wliile everyone owns whatever capital 'le 
does use, and the gifts of nature are so abundant that they are 
free and unappropriated. Let us suppose, further, that everyone ‘ 
isjiot only of nqual capacity, but of 'equal-Avillingness to work, 

1 Compare Appendix D. § 1. 
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and does in Inot work equally. hal'd : also that all ivork is un- 
skilled,:^ — or ratiier unspecialized in this sense, that if any two 
people were to change occupations, each would do as much and 
.as good work as the other had done. Ijastly, let us suppose that 
everyone produces things ready for sale wthout aid, and that 
lie himself disposes' of them to their ultimate consumers; so 
that the_deiuand.for-overything.is_direcbr- 

In this wise the problem of value is very simple. Things 
exchange for one another in proportion to the labour spent 
in producing them. If any one thing runs short in supply, 
it may for a short time sell for more than its normal price ; 
it may exchange for things the production of which had 
required more labour than it had ; but, if so, people will 
at once leaA’e other work to produce it, and in a very short 
time its value ■will fall to the normal level. TJierefore, though 
there may be- slight temporai-y disturbances, yet as a rule 
everyone’s e-amings will be equal to_thos6 of .everyone else. In 
other words, each ■will have an equal share in the net sum 
total of things and services produced; or, as we may say, 
the real Xaiional Income or Dividend. This will constitute 
the demand for labour; and may be called the common 
Wages-Fund or Earnings-Fund, or better, still JEfu-nings- 
stream ; since a Fund fails to suggest the constant flow of 
new goods into the world through supply, which flow out 
again through demand and consumption. 

If a new invention should double the efficiency of work in 
anj"^ trade, so that a man can make twice as many things of d 
certain kind in a year without requiring additional appliances, 
then those-things_idlLfall_to-half-their-old exchange '^nbif 
The effective demand for everyone’s labour will be a in. tie 
increased ; and tlie share which he can draw from the common 
earnings-stream will be a little larger than before. He may if 
he chooses bake twice as many things of this particular kind, 
together with his old allowance of otlier things : or he may 
take somewhat more than before of everything. If there be an 
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incrcaso in i.bc elVicicncy of prodiiciion in many trades, tlic 
coininoii eai’ningS'Stream or dividend Avill bo considerably 
larger; the commodities produced by those trades •will be 
given more largely in exchange for those produced by other 
trades ; and this vill of course increase the purchasing power 
of everyone’s earnings. 

§ 3. Nor will the position be greatl}' changed if \vc 
suppose- that - some ^jpeeiaUzed-slcill-is-requiredin each-trade, 
pro'vided other things I’emain as before : that is, provided the 
Avorkers are still supposed to be all of equal capacity and 
Next sup- industry, and all trades to be equally agreeable 
each has^his equally easy to be learnt. The normal rate 

own trade. of earnings Avill still be the same in all trades ; 
for if a day’s labour in one trade produces things that sell for 
more than a day’s labour in others, and this inequality shoAvs 
any signs of lasting, people Avdll bring up their children by pre- 
ference to the favoured trade. The productive power of the 
community will have been increased by the diAusion of labour; 
the common National DiAudend or Eamings-stream Avill be 
larger; and as, putting aside passing disturbances, all Avill 
share alike in it, each Avill. be aUo to buy with the fruits of 
his OAAui labour things more- serviceablo-to-liim-than-he-could 
haA'c produced for himself. 

In this stage, as in those considered before, it is still true 
that the A'alue of each thing corresponds closely to the amount 
of labour spent upon it; and that the earnings of everyoiif 
are governed simply by the bounty of nature and the progi’ess 
of the arts of pi’oduction. 

§ 4. Next, let us look at th e in fluence of-changes-in.the 
numbers of the popula+mn omtheir earninss \ Wq 

Next, allow • ii i i . i e 

for a growth of are still Supposing all labour to be or the same 

population. gi-ade ; so tliat, as in the last section, the normal 
rate_ of earnings _Avill_still be t he_samo-^in. all -trades : because, 

1 It will bo recollected that tbe reciprocal influence of eai uings upon popu- 
lation is to be reckoned with in tbe following chapter. The reasonings of this 
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if ;i dii3’'.s iabour in one trade produced things tliat sold for 
more than a day’s labour in others, and this inequality shoTV'ed 
any signs of lasting, people would bring up their children by 
pi cfcrcncc to the favoured trade. In this case then, as before, 
the national income will be divided out equally to c.ach family, 
save for some slight passing inequalities ; and, therefore, J2yery 
improvement in the arts-of-productiqn.pr^transport, every_DOw 
dbcovorj’j ever}* -new-victory. over-nature willJncrease equally 
the comforts and luxuries at.the command of each family. 

Butthis-K!ase differs -from, the last; because in this case; 
the increase of population, if maintained long enough, must 
ultiinateh' outgrow the improvements in the arts of production,! 
and cause the law of diniinishing-_rctum to assert itself i 
in agriculture. That is to say, those wlio work on the land 
will get less wheat and other produce in return for their labour 
and capital. An.hour’s labour will represent a less quantity, 
of wheat than- before throughout .the. agricultural trades, and , 
therefore -through out-all other .trades; since all labour is of 
tlio same grade, and earnings are therefore as a rule equal in 
all trades. 

Turther wc must note that the surplus or rental value of 
land will tend-to-rise. For the value of any kind of produce 
must equal that of the labour, aided on ovu- supposition by a 
uniform quantity of capital throughout, which is required to 
produce it on the margin of cultivation*. More labour and 
capital. .than—beforo-will be needed to raise a q uart er of 
.wheat-<!bc.-on-the-margiiL; anu therefore the whoaL &c., whicli 
is returned by nature to the labour applied under advan- 
tageous circumstances, will liave a higher value relatively to 

section apply to any growtli of popidation liowcver canscfl, for iiistnnco to one 
ennsed by advance of medical science, and a consequent lessening of tbe death 

1 The marginal application of laboto; may be on land that will barely repay 
any labour nt all; or it may be tbnt cnltivation of fertile land which is only 
jnst remnnerativB. See Book it. Ch. m. § 2. 
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that labour and. capital than before : or, in other words, it will 
yield a larger .surplus value over that of the labour and capital 
used in raising it,. 

This surplus will go to the private owner of the land, 
if there is one; though of course it might conceivably be 
appropriated to public uses : or conceivably everyone might 
have an equal share of land. 

§ 5. Let us now drop the supposition that labour is so 
Next allow for ensure equal remuneration for equal 

differences in efforts, throughout the whole of society ; and l et 
grade. approach much nearer to the actual condition 

of life by supposing- that labour-is- not -all of-one industrial 
•grade, but of several. , Let us suppose that parents always’ 
bring up their children to an occupation in their own grade ] 
that they have a free choice within that grade, but not outside' 
it. In the next chapter we shall have to consider what causes 
are likely to govern the increase of numbers in each grade ; 
but whatever be those causes, it is clear that the- share of .each 
-of-the- members of any grade, or other industrial compartment, 
will -be the higher, the , fewer the“number of those members 
and the -greater the need for their, services .on. the part of, the 
community and especially of rich people. 

Suppose for instance artists to form a grade or caste by 
themselves ; then their earnings will be governed, partly by 
their own numbei’s, partly by the resources which the popular 
tion have available for spending on such gratifications as 
artists can supply for them, and partly by their desire for 
such gratifications. 

§ 6. We may now leave the imaginary world, in which 
We return to every One owns the capital that aids him in 
real life, but j^jg -y^rork : and return— to-our'"Ownj — ivhere-tlie — ' 

consider only ’ ^ ^ - 

demand. relations of labour^^and capital play great part 

in the problem 'of distribution^ and where the action of eco 

nomic. forces is largely directed by a set . of. men.who. specialize " 
themselves in the organization of business, 
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It is cliit'liy llioir agencj- in tlje niodoni Arorkl ^vhicli 
.iii -fiiics the emnmou sayings of every-day life, Principle of 
thnf "every thing lends to find its own level,” ?"%dinu,c 
that " uio-.t meti earn just about what they are common say- 
worth,"' and " if one man can earn twice as much business^” 
ns another, that sliows that his work is worth findTltsown 
t-vricc as jiinch,” that “machinety rrill displace level, 
manual Inhour whenever it can do the work cheaper.” 
tliei'O are two methods . of obtaining the same i-esult, one by 
.'•Jailed and the.other_hy_nn_skilled Jabour, ..that.. one will bo 
adopted which is more -oflicient in .proportion -to-its„cost. 
Til ere will bo a margin on which either will bo indifferently 
applied, and on that margin the efficiency of each will be in 
proportion to its cost. 

Again, tlicre will bo a rivalry between hand-power and 
machine-power similar to that between two different kinds 
of hand-power or two different Itinds of maclimo-power. 
Thus hand-power has the advantage for some operations, as, 
for instance, for weeding out valuable crops that have an 
irregular gi'owth ; horse-power in its turn has a clear advan- 
tage for weeding an ordinary tumip-field j and the applica- 
tion of each of them vrill be pushed tiU further use of it 
would bring no net advantage. On the m,argin-of indificrenco 
as between band-power and horse-power their prices’must-die 
px’oportionate to their 'cfficienc}'; and thus the principle of 
Substitution will have established a direct relation between 
(lie wages of labour and the price that has to be paid for 
boi’se-powcr'. 

1 See above, Boob v. Cb. iii. and jv. It will be rcmomliercd that, bo far 
as the knowledge and business enterprise of the producers reach, they will in 
each case choose those factors of production which arc best for their purpose: 
tlio sum.of the priecs-which they.pay.ior.tlioso factors which-aro used -is, ns a, 
rule, less than Jhe sum of the prices jvhich.thoy .would have to pay -for any 
othez-set of factors which could bo shhstitntcd for. them: whenever it appears 
to the producers that tins is not the case, Uiey win, as a rule, set to work to 
substitute the less expensive method. The margin of profitableness is not to 
be regarded as n mere point on any one fixed lino of possible investment ; but 
ns a Iwundnry lino of irregular shape cutting one after another evciy possible 
Imo of investment. Bee egiecially pp, 195 , 196 , 205, 206. 
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As a rule many kinds of labour, of raw material, of 
machinery and other plant, and of business organization both 
internal and external, go to the production of a commodity ; 
and the advantages of economic freedom are never more 
strikingly manifest than when a business man endowed with 
genius is trying experiments, at his own risk, to see whether 
some new method, or combination of old methods, will be 
more efficient than the old. 

Every business ..man _ indeed ds constantly__endeavouring. 
do_pbtain-a -notion of the relative efficiency of every agent of 
production that.he .employs ; as well as of others that might 
possibly be substituted for some of them. He 
Net product. eg^j^Q^ates as best he can how much net product 
win be caused by a certain extra use of any^one agent. By 
net product is meant net addition to the total value of his 
product, after deducting for any extra expenses that may be 
indirectly caused by the change, and adding for any incidental 
savings. He endeaypurs. to., employ each- agent -up .to that 
margin at which its net product would no -longer exceed the 
.price he -would have to pay. for- it; he works generally by 
trained instinct rather than formal calculation ; and it would 
be too long a task here to write out in slow reasonings tfie 
quick thoughts that pass through his mind. But all his 
reckonings are substantially similar to those which he 
makes in the case in which he is in doubt whether he has 
enough labour to turn his stock, machinery and other trade 
appliances to good account; and whether he could not, by 
hiring one more man, increase the production by more than 
the equivalent of his Avages, without having to supply ad- 
ditional capital in any other way 

§ 7, So far we have considered chiefly the-demancLior. 
labour. But it may be well to push a little further our 
illustration of the nature of the demand for capital for any 
use ; and to observe the way in which the aggregate demand 
for it is made up of the demands for many different uses. 
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To iix tho ideas, let us take some particular trade, say 
tlial. of liat.-niaking, and inquire 'nrliat determines mustration of 
tlio amount of capital ^vhich it absorbs. Sup- 
pose liiat the rate of interest is 3 per cent, per particular 
annum on perfectly good security; and that the 
liat-nialdiig tnide absorbs a capital of one million pounds. 
'J’his implies that there is a million pounds’ worth of capital 
which the hat-making trade can turn to so good account that 
they would pay 3 per cent, per annum net for tho use of it 
rather than go without it. 

Some things are necessary to those engaged in tho trade ; 
they must have not only some food, clothing, and house-room, 
hut also some Circulating capital, such as ra%v material, and 
some Fixed capital, such as tools and perhaps a little nm- 
chinerj’. .rind lhough'~coinpetition prevents anything ^noro 
than the ordinary trade profit being got by tbe use of this 
necessary capital ; yet tbe loss of it would bo so injurious that 
tho.se in the trade would have-been willing to pay 50 per cent, 
on tho capital, if they could not have got tho use of it on 
easier terms. There may bo other machinery which the tnide 
would have refused to dispense with if the rate of interest had 
been 20 per cent, per annum, but not if it had been higher. 
If the rate had been 10 per cent., still more ivould have been 
used; if it bad been 6 per cent., still more; if 4 per cent., 
still more; and finallj' the rate being 3 per cent, they use 
more still. "When they have this amount, the -marginal utility 
of tho machinery, -f.-cr the -utility-of— that- jxiachinory—whicb 
it is only just worth their while to employ,- is-measured -hy- 
3 per cent. 

A rise in the rate of interest would diminish their, use 
of machinery; for they.would avoid the use of all-that-clicl 
not give a net annual surplus of-moro-tlian- 3-per.cent._onjLts- 
value. And a fall in the rate of interest would lead them to 
demand the aid of more capital, and to introduce machinery 
which gave a net annual surplus of something less than 3 per 
M. ,, 16 
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cent, on its value. Again, the lower the rate of interest, the 
more substantial will be the style of building used for the 
hat-making factories and the homes of the hat-makers ; and 
a fall in the rate of interest will lead to the employment of 
more capital in the Ixat-making trade in the form of larger 
stocks of raw material, and of the finished commodity in the 
hands of retail dealers’. 

The methods in which capital will be applied may vary 
Variety in much even within the same trade. Each under- 
dem^a™Lr^ taker having regard to his own means, will push 
capital. the investment of capital in his business in each 

several direction until what appears in his judgment to be the 
margin of profitableness is reached ; and that margin is, as we 
have said, a boundary line cutting one after another every 
possible line of investment, and mo\ing irregularly outwards 
in all directions whenever there is a fall in the rate of interest 
at which extra capital can be obtained. Thus the demand for 
the loan of capital is the aggregate of the demands of all 
individuals in all .trades; and it obeys a law similar to that 
which holds for the sale of “commodities ; just as there is a 
certain amount of a commodity which can find purchasers 
at any given price, and when the price rises the amount 
that can be sold diminishes, so it is with regard to the use 
of capital. 

And as with borrowings for productive purposes, so with 
those of spendthrifts or-Governments who mortgage their future 
resources in order to obtain the means of immediate expendi- 
ture. It is true that their actions are often but little governed 
by cool calculation, and that they frequently decide how much 
they want to borrow with but little reference to the price they ' 
wiU have to pay for the loan; but -still-.the_rate-rof jintefest- 
exercises a perceptible-influence-on-borrowing3-even_of_this 
kind... 

1 On Jevons’ doctrine of the “Advantage of Capital to Industry,” see 
Principles, Ed. in. p. 487. 
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§ S. To sum tip t1»e ivholn in u coinproheiisivp, if dillicult, 
si p.tftnoni : — Every agent of production, land, provisional 
machinery, ‘;lcillpd lahnnr, unskilled labour, <tc., conclusion. 
Iciuk ti) be applied in production as far as it profitably can 
!><'. If employei-s, and other business men, think that they 
ran "( t a better result by using a little more of anj' one agent 
they ivill do so. In tins they do on a large .scale just ivhat ivc 
liave seen tiie housevife doing on a small scale : they estimate 
tiiG net product (that is the net iuciease of their total output 
after allo'iving for incidental expenses) tliat ivill bo got by a 
little more outlay in this direction, or a little more outlay in 
that ; and if they can gain by shifting a little of their outlay 
from one direction to another, they do so'. 

Thus then -the uses of .each agent, of production are 
governed hy the general conditions of. demand in Mnrcinni 
relation to supply: that is, on tho one hand by uses do not 
the urgency of all the uses to which tho agent vaurc," 
can bo put, t.aken together with tho means at p“vcmed 
tho command of those who need it ; and, on tho toecther 
other liand, hy the available stocLs of it And by Uie 
equality is maintained l)ctwcen its values for each '“demand 
use Ijy the constant tendency to shift it from in relation 
uses, in which its services .are of less value 

1 It iniiy 1)0 well to compare step by step tlio case of Iho ijonsewife, dis- 
tribntlng licr wool between its various uses for direct domestic consumption, 
and the capitalist employers distributing tho general resources of tho com- 
junaity in production, and for case of comparison the opening parngr.apb of 
Bool: m. Cli. v. is reproduced hero: — ^Tbo primitive housewife finding tliat sbo 
has a limited number of bants of yam from tho year’s shearing, considers all 
tho domestic wants for clothing and tries to distributo tlio yarn between them 
in such a way as to contrihnlo as much as possible to tbo family well-being. 
She wUI tliink she has failed if, when it is done, sbo Las reason to regret that 
sbo did not apply more to making, say socks, and less to vests. That would 
mean tlvat she had miscalculated tho points at which to suspend the makuig 
of socks and vests respectively; that sho had gone too far in tho caso of vests, 
and not far enough in that of socks; and that therefore at the points at which 
sho actnally did stop, tho utility of yam turned into socks was greater than 
that of yam turned into vests. But if, on tho other hand, she hit on tho 
right points to stop at, then sho made just so many socks and vests that sho 
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to otliers ill ivliich they are of greater loilue, in accordance 
’^vitli the principle of suhstitution. 

If less use is' made of unskilled labour or any agent, the 
reason ^YiU be that at 'some point at -vvliich people 'were on 
the margin of doubt •whether it was worth while to use that 
agent, they have decided that it is not worth their while. 
That is v'hat is meant by saying that wo must Avatch the 
marginal uses, and the marginal efficiency of each agent. 
We must do so, simply because it is only at the margin that 
any of those shiftings can occur by which changed relations of 
supply and demand manifest themselves'. 

got an equal niuonnt of good out of tlio last bundle of yani that she applied to 
socks, and the last she applied to vests. 

1 Some critics of tbe modem doctriiio of A'aluo have misunderstood its 
character and supposed that it represents the marginal use of a thing as 
governing the value of the -whole. It is not so ; the modem doctrine says wo 
must go to the margin to studg the action of those forces which govern the 
value of the whole : and that is a very different affair. Of course the ■with- 
drawal of hou from any of its necessary uses would have just the same 
influence on its value as its withdrawal from its marginal uses ; in the same 
way as, in the case of a boiler for cooking under high pressure, the iircssure in 
the boiler would be affected by the escape of any other steam just as it would 
by the escape of the steam in one of the safety valves. But in fact the steam 
does not escape except through the safety valves; and iron, or any oUier 
agent of production, is not thrown out of uso except at points on its marginal 
nsss. 

The doctrhie of net product is full of difficulties wlii;h cannot bo adequately 
treated in a short treatise. They are discussed in Principles (fifth edition), 
V. vni — ^xi and TI. i. 
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CHAPTER II. 

PRELISUNARY SURVEY OF DISTRIBUTION AND EXCHANGE, 
CONTINUED. 

§ 1. In the last chapter -we confined ovir attention to the 
manner in ■which the national income is distributed among 
the various agents of production, in accordance ■with the 
quantity of each agent, and the services ■which it renders. 
"We have now to consider the other side of the problem, ■viz. 
the influence which the remuneration of each agent exerts on 
the suppi}' of that agent. 

■When_a_man_i5_fe:fish_an(L_fiager, . and doing ■work of his 
o^wn-choicej-4t-really-costsjiim-nothing. For as 
some socialists liave urged with pardonable ex- yields 
aggeration, few people know how much they 
enjoy moderate work, till something occurs to prevent them 
from working altogether. But rightly or wrongly, most 
persons believe that the greater part of the work which 
they do, when earning their living, yields them no surplus 
of pleasure ; but on the contrary costs them something. They 
are glad when the hour for stopping arrives : p^rhaps-they 
.^fofget~that-th e earli er Jiours-of-theitLWork-have-not cost them 
-as_ much as the jast. 

\ The longer a man works, or even is on duty, the greater 
is his desire for a respite, unless indeed he has become 
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minilxvl ])y liis work ; -vvln'le every liour’s additional work 
cnvcs him more pay, and brines him nearer to 

Increased , , . 

remuneration the stage at wliicli Ins most urgent wants arc 
sUmuiatcs ' satisiied ; and the higlier the pay, the sooner 
to increased this sh'ig^ is reached. It depends then on the 
exertions. individual, whether with growing pay new wants 
arise, and new desires to provide comforts for others or for, 
liiniself in afUtr j'cars; or he is soon satiated with those'^ 
enjoyments that can be gained only by work, and then craves * 
more rest, and more opportunities for activities that are them- 
selves pleasurable. No universal rule can be laid down ; but 
o.vperioucc seems to show that the more ignorant and phleg- 
matic of races and of individuals, especially if they live in a 
southern clime, will stay at their work a shorter time, and 
will exert themselves less while at it, if tlie rate of pay rises 
so as to give them their accustomed enjoyments in return for 
loss work than before. But those whoso mental horizon is 
wider, and who have more firmness and elasticity of character, 
will work the harder and the longer the liigher the rate of 
pay which is open to them; unless indeed they prefer to 
divert their activities to higher aims than work for material 
gain. But this point will need to bo discussed more fiilly 
under the head of the infiueuce of progress on value. . On the 
whole then we may concludo that increased remuneration 
causes an immediate increase in the supply of efficient -work, 
as a rule; and that the exceptions to this rule, -thougli 
-significant, .are seldom on a large scale. 

§ 2. When however we turn from the immediate influence 
exerted by a rise in wages on the work done by an indiridual 
to its ultimate effect after a generation or two, the result is 


Supply of 
efucient 

dependent 
mainly on 
earning's. 


less uncertain. It is indeed true that, though a 
temporary improvement Avill giA^e a good many 
young people the opportunity to many and set 
up house, for which they haA'e been waiting ; yet 
a permanent increase of prosperity is quite as 
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likely to lower as to raise the hirth-rate. But on the other 
hand, an increase „of wages is_almo8t.certain,.to-diminish,the 
death-rate, unless it has been obtained at the price of the 
neglect by mothers of their duties to their children. And 
the case is much stronger when we look at the influence of 
high wages on the physical and mental vigour of the coming 
generation. 

For there— is — a—certain. cnnsumntion which Js strictly 
riecessaiy for, each grade-of-work-in-this-sense,. that_if^any_of 
it is curtailed the work-cannot-be-done efliciently: the adults 
might indeed take good care of themselves at the expense of 
their cbildi'en, but that would only defer the decay of effici- 
ency for one generation. ' Further, there are conventional 
necessaries, which are so strictly demanded by custom and 
habit, that in fact people generally would give up much of 
their necessaries, strictly so called, rather than go without tlie 
greater part of these. Thii-dly, there are habitual comforts, 
which some, though not all, would not entirely relinquish even 
when hardly pressed. Many of these couventional -necessaries- 
-aiid cusllImaryTCOhiforts are the embodiment of material and 
moral progress, and their extent varies from age to age and 
from place to place. The greater-they are,-tb64ess-economical 
-is-man.as-an-agent-of-production. But, if they are wisely 
chosen, the greater they are the better for man : and that is 
the important matter. -For .man himself is-iilwaya thec^sole- 
end _of ..production. 

.Any increase, in. consumption that is strictly-necessaryjto 
efficiency, pays its own_way-and-add8-4io,.as much as-it.draws 
fromj the nationaLdirddend. But an increase of consumption, 
that is not thus necessary, can be afforded only influence 
through an increase in man’s command over 
nature: and that can come about through ad- of earnings, 
vance in knowledge and the arts of production, through im- 
proved organization and access to larger and richer sources 
of raw material, and lastly through the growth of capital 
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and ilio material means of attaining desired ends in any 
form. 

Tims the question how closely the supply of labour 
responds to the demand for it, is in. a great measure resolved 
into the question how great a part of the present consumption 
of tlie people at largo consists of necessaries, strictly so 
called, for the life and eflicienc}' of young and old ; how much 
consists of conventional necessaides which theoretically could ' 
be dispensed with, but practically would he preferred by the 
majority of the people to some of those things that were reallj' 
neccssaiy for efficiency ; and how much i.s really superfluous 
regarded as a mean.s lowaitls production, though of course 
part of it may be of supreme iraportonce regarded as an end 
in itself. 

The earlier French and English economists classed nearly 
all the consumption of the working classes under the first 
head’. They did so, partly for simplicity, and partly because 
those classes were then poor in England and very poor in 
France ; and they inferred that the sup])!}’’ of labour would 
correspond to changes in the efiective demand for it in the 
same >ray, though of course not quite as fast as that of . 
machinery would. And an answer not veiy different from 
theirs must be given to tlic question with regard to the less 
advanced countries even now. For throughmit the greater 
part of the world the working classes can afford but few 
luxuries and not oven many conventional necessaries; and 
any increase in tlieir eai-nings would result in so great an 
increase of their numbers as to bi'ing down their earnings 
quickly to nearly the old level at their more c.xpenses of 
rearing. Ov'cr a great part of the world wages are governed, • 
nearly after the so-called iron or brazen law, which ties them 
close to the cost of rearing and sustaining a lather inefficient 
class of labourers. 

As regards the modern western world the answer is 
> Coini)avo Appcnilix 1). g 1. 
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m.aterially diflereiit; so greJit lias been tho recent advance in 
Icnowlcclge and freedom, in vigour and ^vcaltli, and in the 
easj’ access to rich distant fields for the supply of food and 
rau’ niatcrial But it is still true even in England to-day 
that much thc-greater-parirof -the consumption of tho main 
body of thc-populatiourconduccs to sustain-life. and vigour; 
not perhaps in the most economical manner, but yet vitliout 
any great waste. Doubtless some indulgences are positively 
harmful; but these arc diminishing relatively to tho rest; 
tho chief e.xception perhaps being that of gambling. Most 
of that expenditure which is not strictly economical ns a 
moans towards efficiency, yet helps to form habits of ready 
resourceful enterprise, and gives that variety to life without 
which men become dull and stagnant, and achieve little 
though they may plod much ; and it is well recognized that 
even in western countries skilled-labour is gonerallj’ the- 
cheapest where .wages are the highest. It may bo admitted 
that the industrial devclop«nent of Japan is tending to show 
that some of the more expensive conventional necessaries 
might conceivably be given up without a corresponding 
diminution of efficiencj' : but, though tliis experience may be 
fruitful of far-reaching results in the future, yet it has little 
bearing on the past and the present. It remains true that, 
taking. man as- he is, -and has been l»itlicrto;- in- the- western 
world the earnings that are got~by~cfficient-labour..aro_not 
- much above the lowest that are necded-to-cover tho-oxpenses 
of _ rearing and training, efficient wnt'lrcrs,_jEUid_of.isustaining 
.and-bringing into activity their full energies 

Ou nil locomotives tlievc is some brass or copxicr work designed iinrtly 
for ornament, and which conld he omitted or displaced wilhont any loss to tho 
ctBcicncy of the steam-engine. Its amoimt docs in fact vary with tho taste of 
tho officials who select the pattenis for tho engines of different railways. But 
it might happen that custom required sncli expenditure; that tho custom would 
not yield to argument, and that the railway companies could not ventiu-o to 
offend against it. In that case, when dealing with periods during which the 
custom ruled, wo should have to include the cost of that ornamental metal 
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We conclude then that an increase o£ -wages, unless earned 
under unwholesome conditions, almost ahvays increases the 
strength, physical, mental and cA'en moral of the coming 
generation; and that, other things being equal, an increase 
in the earnings that are to be got by labour increases its rate 
of gro^vth; or, in '\ther words, a rise -in" its- demand price 
increases the supply of it. If the state of knowledge, and 
of social and domestic liabits be given; then the vigour of 
the people as a whole if not their numbers, and both the 
numbers and vigour of any trade in particular, may be said 
to have a -supply price in- tliis sense, that there is a certain 
level of the demand price. wliich will keep them stationary; 
that a higher price would cause them to increase, and that 
a lower jirice would cause them to decrease. 

Thus again we see that demand and_supply-exert -equally 
important influences .on wages ; neither has a claim to pre- 
Twofoid dominance ; any more than has either blade of a 
influences pair of scissors, or either pier of an arch. Wages 

and supply tend to equal the net product_ of labour; .its 
on wages. marginal productivity rules the. demand. price-for 
it ; and, on the other side, wages tend to retain a close though 
indirect relation with the cost of rearing, -training and 
sustaining the energy of efficient labour. Thus the supply- 
piice and the demand-price of labour tend to be equal ; wages' 
are not governed by demand-price nor by supply-price, but' 
by the whole set of causes wliich govern demand and supply. 

§ 3. To pass to the material agents of production: — We 
have seen how the accumulation of capital is governed by a 
great variety of causes ; by custom, by habits of self-control 
Tiie supply realizing -the future, and above all by the 

of capital. power of family affection : security is a necessary 

condition for it, and the progress of knowledge and intelligence 

work in the cost of producing a certain amount of locomotive Lorse-i)ower, on 
the same level with the cost of tho piston itself. And there are many practical 
problems, especially such ns relate to periods of bnt moderate length, in which 
conventional and real necessaries may bo placed on nearly tho samo foot inir. 
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furthers it jti m.aiiy ■w.i.y.s. But though it i.s affected hj’- many 
causes other than the I'ate of interest; and tliough the 
saving of some people is but little affected bj' the rate of 
interest, -while a few who have determined to secure an 
income of a certain fixed amount for themselves or their 
family will save less with a high rate than %vith a low rate 
of interest; yet a strong balance of evidence seems to rest 
vdth the opinion that a rise in the rate of iutej-est, or 
demand-price for saving, tends-to increase— tho-volumo- of 
saving'; 

Thus then interest, being the price paid for the use of 
capital in any market, tends towards a level such that the 
aggregate demand for capital in that mai-ket, at imcrcst 
that rate of intei-est, is equal to the aggregate 
stock forthcoming there at that rate. If the of supply 
market, which wo are considering, is a small 
one — say a single town, or a single trade in a progressive 
country — an increased demand for capibil in it will be 
promptly met by an increased supply drawn from surrounding 
districts or trades. But if -we are considering-the-whole 
world, or -eren 'the ^vhole of a- large. cpuntry_as_pno .market 
for capital, we cannot j-egard- the aggregate supply. of it. as 
altered quickly and-to a. considerable extent-by-a -change. in 
the i-ate of - interest. For the general fund of capital is the 
product of labour and waiting; and the extra work, and the 
extra waiting, to which a rise in the rate of interest would 
act as an incentive, would not quickly amount to much as 
compared -with the work and waiting, of which the total 
existing stock of c.apital is the result. A.n extensive increase, 
in the demand for capital -in general..^\dll therefore Be -mot for 
a time not so. much by an increase of supply, ,as..by-a-rise-in_ 
the rate of interest; which will cause capital to -withdraw 
itself partially from those uses in which the need for it is 
least 'urgent. It is -only— slowly~and- gradually- -that _the, 
I See Book IT. Ch. vn. Biunmniized in § 6. 
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rise in tlie ratG of interest Avill increase the -total stock of 
capital. 

§ 4. We here take “.Land” to include all those agents of. 
production, which ai'e supplied freely hy nature in quantities 
Land is on ^^^'5 needs. And land is on a different 

a different footint^ from man himself and those agents of pro- 
other agents ductiou wliicli are made by man ; among which 
of production, included improvements made by him on the 
land itself. For while the supplies-of-aH"other-agents..of 
.production respond in various degrees and various ways„to 
the- demand for their services,- land makes no such..response. 
Thus an exceptional rise in the earnings of any class of 
labour, tends to increase its numbers, or efficiency, or both ; 
and the increase in the supply of efficient work of that class 
tends to cheapen the services which it renders to the com- 
munity. If the increase is in their numbers then the rate of 
earnings of each wll tend downwards towards the old level. 
But if the increase is in their efficiency ; then, though they 
will probably earn more per head than before, the gain to 
them will come from an increased national dividend, and will 
not be at the expense of other agents of production. And the . 
.same is-true as regards -capital : but it is not-truc -as- regards 
land. While therefore the value of land, in common with tlie 
values of other agents of production, is subject to those 
influences which were discussed towards the end of tlie pre- 
ceding chapter; it is not subject to those which have been 
brought into the reckoning in the present discussion. 

§ 5. To conclude this stage of our argument: — The net 
■aggregate of all the commodities produced is itself the true 
soui'ce from which flow the demand prices for all these com- 
modities, and therefore for the agents of production used 
in making them. Or, to put the same thing in another way, 
this national diAudend is at'once.the aggreg.ate jiet product of, 
and the sole source of payment .ior,„all -the agents-of ^pro- 
duction within-the. country •._it.is.divided up into earnings of 
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laljour j -interestrof Cfipital; .and Lastly tlio- producer’s -stirpliis^ 
or ,.lan(L It constitutes • the "'Lolc* of -^he earnings 

them, and the whole of it is distributed among of the several 
them; and , the -larger —it. is,, the ^larger, other production, 
.things .being„e{jiial,_wjll_bc the share of each-o£ ^hciv marg^.ai 
thjEUi. It is dist'shated umong them, spoahing 
generally, in.proportioiiJiQjihe-aeed-which. people national 
.havo-foiL.their.,sey£raljseryices. -.i.c. jiot. the total ‘Jwidend 
.need, but the _t)wrgiiiaJui\GQiL. By this is meant the need af 
that point, at which people are indifferent whether they 
purchase a little more of the services (or the fruits of the 
services) of one agent, or devote further resources to purchasing 
tlio sendees (or the fruits of the sermces) of other agents. 

Other things being equal, each .agent is likely to increase 
the faster, the larger the share which it gets, unless indeed 
it is not eapable of being increased at all. But every such 
increase will do something towards filling up the more urgent 
needs for that agent; and will thus lessen the marginal need 
for it, and lower the price at which it can find a market. 
That is to say, an increase in the,proportionate .sh.arp, or rate 
of -remuneration, .of .any._agent Js.Jikely.,.to. bring, into play 
forces,, .tha;^ will reduce that sharcj and leave a lariror pro- 
portionate share_of..the..dividend -to-be 8hared,.among .others. 
This reflex action may be slow. But, if there is no-violent 
change in the arts of - production- or in the general economic 
condition of "sociotyp the -supply- of each-agent -vvili be closely 
govei’ned“by its- cost -of -production : account being taken of 
those conventional necessaries, which constantly , expand as 
the growing richness of the national income yields to one 
class after another an increasing surplus above the mere 
necessaries for efficiency. 

§ 6. In studying the influence which increased efficiency 
and increased earnings in one trade exert on the condition of 
others we may start from the general fact that, other things 
being equal, the larger the supply of any agent of production, 
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tlie further ’vvill it have to push its way into uses for which 
Increase of it is not Specially fitted ; the lower Avill he the 
benefus'^'^ demand price with which it will have to he con- 

most others, tented in those uses in which its emjfioyment is 
on the verge or margin of not being found profitable ; and, in 
so far as competition equalizes the price which it gets in all 
uses, this price will be its price for all uses. The extra pro- 
duction resulting from the increase in that agent of production 
will go to swellJihe jaational. dividend, "and-other agents' of 
production wiU benefit thereby: but that -agent itself "will' 
have to submit to -a- lower rate.,of..pay. 

For instance, if without any other change, capital in-,, 
creases fast, the rate of interest must fall j if without any 
other change, the number of those ready to do any particular 
kind of labour increases, their wages must fall. In either case 
there will result an increased production, and an increased 
national di\idend : in either case the loss of one agent of 
production must result in a gain to others; but not neces-', 
sarilj’- to all others. Thus an opening up of rich quarries of 
slate or an increase in numbers or efficiency of quarrymen, 
would tend to improve the houses of all classes ; and it would 
tend to increase the demand for bricklayers’ and carpenters’ 
labour, and raise their wages. But it would injure the makers 
of roofing tiles as producers of budding materials, more than 
it benefited them as consumers. The increase in the supply 
of this one agent increases the demand for many others by a 
little, and for some others by much ; but for some it lessens 
the demand. 

§ 7. 17ow we know that the wages of any worker, say for 
instance a shoemaker, tend to be equal to the net product of 
his labour: and that since the wages of all workers in the 
Dependence Same grade tend to be equal to one another, 
thre^fidency therefore in a state of equilibrium every worker 
ofiabour. -vyiH be able with the earnings of a hundred days’ 
labour to buy the net products of a hundred days’ labour 
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o£ other workei-s in the !i;uuu gnulo with hinisolf : Jio may 
select tlieiu in whatever way ho chooses, so as to make up 
that aggregate sum. 

If the normal earnings of workers in another grade are 
half iis higli again :is his own, tho shoemaker must spend 
three days’ wages in order to get tho net product of two days’ 
labour of a worker in that grade ; and so in proportion. 

Thus, other things being equal, every increase in the net 
etlicieucy of labour in any trade, including his own, will raise 
in the Siinie proportion tho real value of that part of his 
wages which tho shoemaker spends on the products of that 
trade; and other things-boing equal;- the~level- of— the-real- 
wagcs- of tho shoemaker • depends - duectly-on- tho-average 
elliciency of tho many various industrios,~iucludingJus..own, 
which produce those things on which ho spends his-wages.. 

If any trade rejects an improvement by' wljich its efficiency' 
could bo increased ten per cent., it inllicts on tho shoemaker / 
an injury measured by ten per cent, of that part of his wages 
which ho spends on tho products of that trade. But an 
increased elliciency on tho part of workei-s, whoso products 
compete with his own, may injure him temporarily at least, 
especially if ho is not himself a consumer of those products. 

Again, the shoemaker ■will gain by anything that changes 
tho relative positions of different grades in such a way as to 
raise his grado relatively to others. Ho will gain by an in- 
crcjiso of medical men whoso aid ho occasionally 
needs. And he ^vill gain- luoro-if-those-gradcs-bctwccn 
wliich are, occupied chiefly,..with tho-.tasks-of 
managing business,— whether- luiuiufacturing, trading, 'or . any ■ 
other, receive a great influx - from other- grades 4:_foi''then- 
the earnings _ of- numagement will- bo - lowered- permanen tly 
relatively to the • earnings-of' manual- work,-_there . ^yill_bo„a—^ 
rise in the net product of every kind of manual-labour-; -andf' 
other things being equal,, tho shoemaker- will- get- more-of - 
every commodity on which ho spends thoso- wages that repre- 
sent his own net-product. 
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§ 8. T]ie process of substitution, of which we have been 
discussing the tendencies, is one form of competition; and 
it may be well to insist again that we do not assume that 
competition is perfect. Perfect competition requires a perfect 
^ knowledge of the state - ot -the ^market ; and 
and freedom though no great departure from the actual facts 
are of life is involved in assuming this knowledge 

assumed to on the part of dealers Avhen we are considering 

be perfect. coui’se of busiucss in Lombard Street, the 

Stock E.x:change, or in a wholesale Produce ISIarket ; it would 
be altogether um'easonable to make this assumption when we 
are examining the causes that govern the supply of labour 
in any of the lower grades of industry. For if-ar-man- had. 
sufficient ability-to- know everj’tliing.-about the market-for 
his labour, he would have too muclnto remain long in a- low- 
grade. The older economists, in constant contact as they 
were with the actual facts of business life, must have known 
this well enough ; but they sometimes seemed to imply that 
they did assume this perfect knowledge. 

It is therefore specially important to insist that we do 
not assume the members of any industrial group to be endowed 
with more ability and forethought, or to be governed by 
motives other than those which are in fact normal to, and 
would be attributed by every well-informed person to, the 
members of that group ; account being taken of the general 
conditions of time and place. There may be a good deal of 
wayward and impulsive action, sordid and noble motives 
may mingle their threads together ; but there is a constant 
tendency for each man to select such occupations for himself 
and his children as seem So him on the . whole the most 
advantageous of those wliich are within the range of his 
resources, and of the efforts which he is able and willing to 
make in order to reach them. 

§ 9. The last group of questions, which still remain to 
be discussed, is concerned with the relation of capital in 
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general to -wages in general. It is obvious that though capital 
in general i.s constanHy competing with labour Relations 
for the field of ciuployinent in particular trades ; nn^jabolir 
j'ct since capitol itself is the einboclimcnt of in General, 
labour as well as of waiting, the competition is really be- 
tween some kinds of labour aided bj' a good deal of waiting, 

, and otlier kinds of labour aided bj' less waiting. On the ono^ 
side, for instance, Jire many wlio make shoes b}' hand, and a’ 
verj' few who mtiko awls and other simple imiilements, aided 
by a little waiting; on the other are a relatively small 
number who work powerful sewing-machines which were 
made by cngineor.s, aided by a good deal of waiting. There 
is aj-eal and effective competition--betwcen-lalK)ur.-in..£cneral 
.and. waiting in general. But it covers a small part of the 
whole field, and is of small importance relatively to tho 
benefits which labour derives from obtaining cheaply tho 
aid of capital, and therefore of efficient nietliods in the 
production of things that it needs. 

Tor speaking generally, an increase in the power and tho 
willingness to save will cause tho services of waiting to be 
pushed constantlj' further; and will prevent it from obtaining 
employment at as high a rate of interest as before. That is, 
the rate of interest will constantly fall, -unless indeed invention 
opens new advantageous-uses of roundabout methods of. pro- 
duction. But this growth of capital will increase tho national 
di\ddend ; open out new and rich fields for the employment of 
labour in other directions ; and will thus more than compensate 
for the partial displacement of tho services of labour by those 
of waiting. 

§ 10. It is to be understood that the share of the national 
dividend, which any particular industrial class re- ^ 

ceives during the year, consists either of things labour in 
that were made during the year, or of the equi- nd'vances” 
valents of those things. For many of the things made by 
made, or partly made, during the year will remain ^ ' 

31 . 


17 
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in the possession of employers and otlier capitalists, and he 
added to the stock of capital ; while in return the employers, 
directly or indirect!}’-, hand over to the Avorking classes some 
things that had been made in previous years*. 

Thus finally, capital ^iu. general and labour in general 
co-operate i ^ -the production -of the-national dividend, and 
draAV from.it their earnings in the measure -of their respectiA’^e- 
(marginal) efficiencies. Their mutual dependence is of the 
closest 3 capital Avithout labour is dead ; the labourer Avithout 
the aid of his oaati or someone else’s capital Avould not long be' 
aliA'e. "Wlrere labour is energetic, capital reaps a high reAvard' 
and gi'OA\'s apace ; and, thanks to capital and knoAvledge, the 
ordinary labourer in the Avestern world is in many respects 
better fed, clothed and eA'en housed than Avere princes in 
earlier times. The co-operation of capital and labour is as 
essential as that of the spinner of yarn and the AveaA’er of 
cloth : there is a little priority on the part of the spinner ; 
but that gives him no preeminence. The prosperity of each 
is bound up Avith the strength and actmty of the other; 
though each may gain temporarily, if not permanently, a 
someAvhat larger share of the national dividend at the expense 
of the other. 

In-the -modern -^orld, the emplqye.r, _Avho may, have but 
little capital -of his - own,- acts, as the boss._pf . the_. great 
industrial -Avheel. The interests of oAvners of capital and 
of Avorkers radiate towards him and from him ; and he 
holds them all together in a firm grip. He Avill therefore 
take a predominant place in those discussions of fluctuations 
of emplo}Tnent and of Avages, Avhich are deferred to the 
second volume of this treatise; and a prominent, though 
not predominant, place in those discussions of the secondary 
features in the mode of action of demand .and supply peculiar 
to labour, capital and land respectively, which Avill occupy the^ 
next eight chapters. 

J M U) the so-called Wages-Fnnd doctrine, see Appendix D § 2. 
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CHAPTER III. 

KAUNIXGS OF LAHOUlt. 

g 1. 'VVi: liavo now to appl}' the general reasonings of 
Book V. and of the first two chapters of the present scope of the 
Book to the special problems of Earnings, Profits, 
and Bent; and to examine in more detail how seven- 
difierent kinds of Labour, Capital, and Natural Chapters. 
Agents earn their sevenil shares of the national dividend. 
The present chapter is devoted to methods of reckoning 
earnings. It is mainly a question of arithmetic or book- 
keeping: but it is not unimportant'. 

When watching the action of demand and supply with 
regard to a material commodity, we are constantly met by the 
difficulty that.two things which-aroBeing sold undcrAho same 
name-in"tlro .same inaiTicl, afCTcally-not.of -the.same quality 
jind not .of .-the- samc‘Taluc-to-tho-purchnscrs. Or, if the 
things arc really alike, they may be sold even in the face of 
the keenest competition at prices which arc nominally dif- 
ferent, because the conditions of sale arc not the same : for 
instance, a part of the expense or risk of delivery which is 
borne in the one case by the seller may in the other be 
transferred to the buyer. But difficulties- of this-Jdnd_nro. 
much-greater-in-the-casc of labour-thamof-materiaLcommodi- 
ties the true price.that is.paid for laboucoften-differs widely,- 
and ..in ways that are not casily„traced,Jrom^ that , which is 
nominally paid. 

1 On tlio subject of tbis cbnptcr compare SeWoss' Methods of Industrial 
Jlemuneration. 


17 — 9 . 
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The eurning-s (or wages) which' a person gets in any given 
time, such as a day, a week, or a year, may be called his 
Time- Tivie-car-ningsJpiLTiin£-ioages) ^ and we may then 

earnings. rcgiird Competition, or to speak more exactly, 
economic, fi’eedom and enterprise, as tending to make Time- 
earning.sjn.'^ccupations of equakdiflicultyand-in neighbouiing 
places (not equal, Jmt). proportionate .to. the -efficiency of- the 
workers. 

But this phrase, “ the, effioienc}’' of the workci's,” has some 
Payment by ambiguity. 'V^'^hen. ^Jie-paynienLioK work of any 
Piece-work. kind -is . apportioned- -to, the -quantity- and-quality 
-of. ,the^_w9ilk turned out, it is said that unifonn rates of 
Piece-work wages are -being- paid-; and if two persons work 
under the same conditions and with equally good appliances, 
they are paid in proportion to their efficiencies when they 
receive piece-work w.ages calculated by the same lists of prices 
for each several kind of work. .If Jiowever the appliances are 
not equally-goodj-a-unifonn-rate of piece-work wages gives 
j:esults-disproportionate to the efficiency of the workers. If, 
for instance, the same lists of piece-work wages were used in 
Lancashire Cotton Mills supplied with old-fashioned machinery, 
as in those which have the latest improvements, the apparent 
equality would represent a real inequality. The more effective' 
competition is, and the more perfectly economic freedom and 
enterprise are developed, the more surely will the lists be| 
higher in the mills that have old-fashioned macliinery than in 
the others. 

In order therefore to give its right meaning to the state- 
ment that economic freedom and enterprise tend to equalize 
wages in occupations of the same difficulty and in the same 
neighbourhood, we require the use of a new term ; and we 
may find it in Efficiency-avages, or more broadly Ej^cioMcy- 
Efficiency- earnings; that is, earnings measured, not as 
earnings. Time-'eariiings are with reference to the time 
spent in earning them; and not as piece-work earnings are 
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with reference to the iimount of output resulting from the 
work l)y wliich they .ere cariietl ; but with referenoo.U>-t.he 
hdvcrif.y of the .teA' wliich wa.s iiuposed-on-tlic-Tifn-kcr ; or, to 
got at the .‘fame result by another route, the exertion of 
ability and rj/icienct/ required of him. For .competition, tends 
to in.akc.th6-earning«-got-by-taro "individuals of “unequ.al eili- 
ciency in any-given ---time, —.say, a day or a year, not equal, 
buWincqual ; and, in like manner, it tends not to equalises 
but, to render unequal the .avemge weekly wages in two 
districts in which the average standatxls of eilicicncy aro 
unequal. Given that the average .strength and energy of the 
working-classes arc higher in the North of England than in 
the South, it then follows that the more completely “ compe- 
tition makes things find tlieir own level,” the more certain is 
it that average weekly wages will be higher in the North than 
in the South. 

The tendency then of economic-freedom -and -enterprise 
(or in more commoi. phr,T5c; of"Compctition) to cause, every 
one’.s . earnings to - find -their own level, is, a, tendency— to 
equality of JJfficimcy-carninys in the same- district. This 
tendency will be the stronger, the greater is the mobility ofi 
labour, the le.ss .strictly specialised it is, the more keenlj 
parents are on the look out for the most advantageous occu- 
pations for their children, the more rapidly they are able to 
adapt themselves to changes in economic conditions, and 
lastly the slower and the less violent these changes are. 

This statement of the law is, however, still subject to a 
slight correction. For we have hitherto supposed Low-waged 
that it is a matter of indiflercnce to the employer raUy'deL^lr'' 
whether he employs few or many people to do a working with 
piece of work provided liis totsil wages-hill for machinery, 
the work is the same. But that is not the case. Those 
workers'who earn most in-Or-week .when- paid at a given-rate 
for...their~work,_are,tliose-who .are chenpest to iheinjmployers 
(and-ultimately-to--the-comraunity, unless indeed they over- 
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strain tliemselves, and work themselves out prematurely). 
For they use-only ±he_same-amount-of_fixed_capitaLji,s .their 
slower fellow workers 5,-and,-since_-they-tum -out anon? work, 
each-part-of it-has-to-bear-a'-less charge on* this 'account. The 
Prime costs are equal in the two cases ; but the Total cost of 
that done by those who are more efficient, and get the higher 
Time-wages, \ is lower than that done by those Avho get the 
lower Time-wages at the same rate of piece-work payment. 

This point is seldom of much importance in eut-of-door 
work, where there is abundance of room,- and comparatively 
little use of expensive machinei-j" ; for then, except in the 
matter of superintendence, it makes very little difference to 
the employer, whose wages-bill for a certain piece of work is 
£ 100 , whether that sum is divided between twenty efficient 
or thirty inefficient workers. But when..expensi.ve-machinery 
js._used.-which ’has"to'be proportioued-.to the nprober of 
workers, tlie employer,would often-find-.the total_cost._of Jiis.. 
.goods lowered if .c,ould..,get_tw.eiity jiren. to_turJi_ou,t.ior 
a wag6s-bill of £50 as muchL..woik^as.Jae_had-previously..got 
done -by. thirty men for a wages-bill of £40. In all matters 
of this kind the leadership of the world lies with America, 
and it is not. an unqommon saying -there- that he is the best 
business man who contrives to pay the highest wages. 

The corrected law then stands that the ..tendency of- eco--' 
nomic freedom and entei’prise is generally.to equalize.efficiency- 
earnings in the same district: but where much expensive fixed 
capital is used, it would be to the advantage of the employer 
to raise the Time-eamings of the more efficient workers more 
than in proportion to their efficiency. 

Of course this tendency ’is liable to be opposed by special 
customs and institutions, and, in some cases, by trades-union 
regulations. 

§ 2. Thus much with regard to estimates of the work for 
which the earnings are given : but next we have to consider 
more carefully the..facts,_that-in-estimating-tlie-real-eaTnings ' 
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of nn oecupation—accQUttt must, lie taken of- many 'things 
besirlcs its mouey-xeccipta, and that on th&'Othci’.,sidc of -the 
acconnt--we .mu^t xocko.n fpr many incidental disnrlvantages 
besides-thosc-dircdJy involved in the .strain, and stress of 
the - work. 

As Adam Smith sa3's, “.the -Real wayes of Jnbouj;.may be 
said.to.con.sist-in the quantity of ,thc.4ieccssavics 
and.cQiiYeuicnces .of -life that arc .given. for. it; nnd Nominal 

its iVowf ii«^.tfai7cs-in'the~qnantity.of, money waBcs, 

The labourer is rich- or-pooiv..is well or ill rewarded, in pj'O- 
portiou to the real, hot’ tb“thc-nomuv.\i, wngu.-. Oi his labour'.” 
But tlie wortls “ that arc given for it ” must not be taken to 
applj’ onlj" to the necessaries and conveniences that are directly 
provided by the purchaser of the labour or its products ; for 
account must bo taken also of tlic advantages which arc 
attached to the occupation, and require no special outlaj’ on 
liis part. 

In endeavouring to ascertain the Beal wages of an occu- 
pation at any place or time, the first step is to .allow for 
. variations in the purchasing..pQwci'-of-thc-monoy in ^vhicl^ 
NomiuaI_.wages-nro -returned-; and especially wo must take 
account of- those things on, whicli-tlie-class-oWabourin-question 
.spends .most of- its -wage.s. Fpr instance, the prices of velvet, 
of operatic entertainments and scientific books are not veiy 
important to the lower ranks of industry : but a fall in the 
price of bread or of shoe leather affects them much more 
than it does the higher ranks. 

Next, allowance must be made for .all trade expenses. Thus 
from the banister’s gross income we must deduct the rent of 
his office and the salary of his clerk : from the carpenter’s 
gross income we must deduct the expenses which lie incurs for 
tools ; and when e.stimating the earnings of quarrymen in any 
distinct we' must find out whether local custom assigns the 


1 Wealth of JVaOons, Book i. CU. v. 
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expenses of tools and blasting .powder to them or their em- 
ployers. And on the other hand we must jreckon_in all .the 
. allowances, -"-and- priA'ilege.s,^ auoh as those-of -a. cottage xent 
free p.r,.at- a Jow- rentj-and -of .course-free-board-and-lodging 
when they-ai-e-given'. 

§ 3. JSText we have to take -aceount-of—the-influences 
Uncer^ainty .exertod-on'-the-real-rate-of-earningS-in an occupa- 
of success. tion^by„the-uncertaintjwo£-.-success and the in- 
eonstancy'of' occupation -in-it. 

We should obviously start by taking, the earninprs of_an , 
occupation as the average between- those of -the..successful 
and -unsuccessful-members' of “it;' taking '-earn .to..get the true 
average?. We thus obviate the necessity of making any 
separate allowance for insurance against risk ; but account 
remains to be taken of the evil of uncertainty. For there are 
many people of a sober steady-going temper, who like to 
know what is before them, and who would far rather have an 
appointment which offered a certain income of say £400 a 
year than one which was not unlikely to yield £600, but had 
an equal chance of affording only £200. Uncertainty, there- - 
fore,_which-'does~not appeal -to great ambitions_and-Jofty 
aspirations,-has.special.attEactionsfor-very-few-;-whileit-acts. 
as a deteiTent to many of those ..who arc making -their ■ choice 
of a career. And -as-a-rule-the-certainty-of-moderate- success 
attracts -more-than-an- exp'ectatibiV'of-u.n-.uncertainxuccessjyiat 
has an equal actuarial value. 

But on the other hand, if . an occupation -offers a ■ few 

1 They-BlioTtid'te'couBlea'at'tlieir-walue-to-tliose-who receive tliem, not. at 
tlicir-cost to .those- who- give"tli6Ui. This point, and the evils of the Truck 
system are dwelt on in ^nVii:yjZc«-VIvni.-5. 

2 If the average earnings of those who are successful are ^2000 a year, and 
of those who are unsuccessful are £400 a year, the average of the whole will 
be £1200 a year if the former gi-oup is as large as the latter; hut if, as is 
perhaps the case with barristers, the unsuccessful are ten times as numerons 
as the successful, the true average is but £550. And further, many of those 
who have faded most completely, are likely to have left the occupation 
altogether, and thus to escape being counted. 
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extremely liigli prizes; -its attractiveness-is-ducreasecl— out— of. 
alJ proportion to theiu-aggregate—value. For this there are 
two reasons. Tlie first is that young men of an adventurous 
disposition are more attracted by the prospects of great suc- 
cess than they are deterred by the fear of failure; and the 
second is that the social rank of an occupation depends more 
‘ on the highest dignity and the best position which can be 
attained through it than on the average good fortune of those 
engaged in it. 

Wo may next consider..the.jnfluence-which~inconstancy,of 
enyilovment exerts on wjiges. It is ob'vdous that irregularity of 
in-those-occupations. ir wbich employment is. employment, 
ivreguki:, the jiay must be high, in pro portio n io the ■ffiOJck 
dona: the medical man and the shoeblack must each receive 
when at work a pay which covers a sort of retaining fee for 
the time when he has nothing to do. If the advantages of 
their occupations are in other respects equal, and their work 
equally diificult, the bricklayer when at work must be paid a 
higher rate than the joiner, and the joiner than the railway 
guard. For work on the railways is nearly constant all the 
year round; while the joiner and the bricklayer are always in 
danger of being made idle b}' slackness of trade, and the 
biicklayer’s work is further interrupted by fi-ost and rain. 
TJie-ordinary-method of alloivjng for such-interniptions is.,.to_ 
add up-tlie-earmngsJoixa.Jong,period of time^and-to tak.e.the 
average of them; -but-this-is-not-quite-satiafacjipjry unless„w.e 
assume.that..the-rest~and-leisure,. which ,.a.man„gets.when..out 
of .employment,- are-of-no-service-to-him.directly.or-indirectly. 

jtfext we must take-account of-the opportunities whicli_a 
,nian?8-snrroundings-may-afford of supplementing— g^ppj^ 
the.earningS'whieh •he-gets"rn his- chief_6ccup;i- mentary 
tion; 'by“doing"work’~of-ri>ther kinds- And ac- =®™mgs. 
count-may-need-to~be--taken-alsomf_fche_oppoutunitiea-iYJu,cjl. 
these surroundings-offer-for-the-work-of other members-of his 
family.- 
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§ 4. Thus then t he .at tractiveness of <x 'tradc”depends“on 
The attrac many.. Other- causes^besides-the-difficidty— find' 

tivcnessofa strain of tlie work to-be- done in-it-on-the-one- 
Jiand;-and~tlre~ynt)ney=eamingS'-to-be-got-in-ih-Gn 
money-earn- tlie- other. And wlieii the earnings in any occu- 
* pation are i-egarded as acting on the supply of 

vantages; labour in it, or when they are spoken of as being 

its supply price, we must understand that the term Earnings 

is. only used as a short e.Kpression for its NcLAdvantmjes. AVe.. 
must take -account'of 'the -facts .that. ,one..ti-ade.is_]xealthier -or- 

, cleanlier-than another,-.that-it is-carried-on an-a, more, whole- 
some or pleasant locality,, or that- it- involves -a better .social 
position; as is instanced by Ad.am Smith’s Avell-known remark 
that the aversion which many people have for the work of a 
butcher, and to some extent for the butcher himself, laises 
the earnings of butchers above those of bakers. 

.Of .course -individuahcharficter will always asseil.itself.m 
subject to dif- estimating- particular advantages at a -high-or~a 
character be * persons for instance are so fond 

tween indi- of having a cottage to themselves that they prefer 
viduais, lixdng on very low wages in the country to 

getting much higher wages in the town; Avhile others are in- 
different as to the amount of house-room they get, and are 
willing to go without the comforts of bfe provided they can 
procure what they regard as its luxuries. Pei’sonal pecidi- 
arities, such as these, prevent us from predicting with cer- 
tainty the conduct of particular individuals. But if each 
advantage -and-disad vantage is reckon "t the .average..of..the 
money values it has for the_c]ass.,of_people„wJio„.would-be- 
likely to enter an occupation, or-to-bring-up-their children to- 

it, we shall kavethe meahs- of 'estimating, roughty the. relative 
.strength^ of the forces that,.ten(L.to-increase-or'diminish- the- 
supply .of labour in.that-Occupation-a<. thetime^and placeydnch 
we are. considering. ’ For it caimot be too often repeated that 
grave evvovs are likely to result from taking over an estimate 
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of this kind based on tlie circumstsinccs of one time and place, 
and applying it without proper precaution to tliosc of anotlier 
time or another place. 

Lastly, the disagi^eeahlcnuss of ntjrk seeuia to haxft Yjmy- 
littln-4)flect-in raising—wngesT-if—it—is-of— such-a- between 

-kind-tliat— it-caji-bc-dono-by-thosc^jvJiosc-indus- industrial 
XriaLabilitie.suii‘e-of-a-’very-lo^*ordcr. For the 
progi-ess of sanitary science has kcjit alive many people who 
jirn unfit for ajiy but the lowest giade of work. They compete 
eagei’ly for tlie companitively sniiill quantity of Avork for 
wliich they are fitted, and in their urgent need they think 
almost exclusively of the wages they can earn; they cannot 
affoixl to pay much attention to incidental discomforts and 
indeed the influence of their surroundijigs hn.s prepared many 
of them to regard the dirtiness of an occupation as an evil of 
but minor importance. 

And from this arises the strai^c and paradoxical result 
thatu.the-dirtiness"of-some occjijiation.s is ^a^causc.. An evil 
of.tlie-lowness-of-tbe-svages.carned.in th.em. For paradox, 
employers find that this dirtiness adds much to the Avages 
they Avould liaA'e to pay to get the AA-ork done by skilled men 
of high character Avorking Avith improved appliances; and so 
they often adhere to old methods AAduch i-equire only unskilled 
Avorkers of but indiflerent character, and aa’Iio can be hired for 
loAv (Time-) AA-ages, because they are not AA'orth much to any 
employer. Iliere is jio more urgent social need, than, that 
labour.of.this kind.should be made-scarce-and dear. 
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EAENINGS OF LABOUll, CONTINUED 

§ 1. Ik the last chapter we discussed the difficulties of as- 
Many pecuH- certainiug the real as opposed to the nominal price 
actVo^n of laboui*. But now we have to study some peculi- 

demand and aiuties in the action of the forces of demand and 

supply with ... 1 , , . /• 

regard to la- Supply With regard to labour winch are of a more 

muiaU^c'in* vital Character ; since they affect not merely the 
their effects, fonn, but also the substance of that action. 

We shall find that the influence of many of these pecu- 
liarities is not at all to be measured by their first and most 
obvious effects. For Asuvs-in the industrial armngemonts-of - 
society may " bcT'divided into two classe.s accordinsr as their. 
cffects are, or are-not-frrrmTr/rrfirc/ that is as they do or ‘o 
not end with the evil by which they were caused, and do or 
do not have the indii’ect effect of lowering the character of 
the workers or of hindering it from becoming stronger. For 
these last cause further weakness and further suffering, which 
again in their turn cause yet further weakness and further 
suffering, and so on cumulatively; and conversely, high earn 
ings, and a strong character, lead to greater strength and 
higher earnings, which again lead to still greater strengtli and 
still higher earnings, and so on cumulatively'. 

^ There is a sunilnr distinction helween the cumnlativc and non-cmmilative 
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§ 2. Tlie first point to which we have to direct oiii 
attention is tlie fact that luuniiD agents of. pro. First pccuii- 
duction Are not .bought and sold aa niacllincnv worker sells 
and- other materia.’ Agents of ^lAdAuition— a4‘o, liis work, but 
21ie woris-er sells his work, hut he himself ivmains pcrtyTn'iiTm- 
liis..owiu property, those wJio hear the expanses-*'’^- 
of rearing and educating him receive but very little of tlie 
price-thid -is paid for his soiadoe-s in later, years. 

'l^’liatever deficiencies the modern methods of business 
may have, they have at least this virtue, that ho_consequcntiy 
wh.»-l)ears the expettses of pwiduction-of material investment 
goods, receives the price that is paid for thorn. i,im is limited 
He who builds factories or steam-engines or the^fo'ri!!*'*"*’ 
houses, or rears slaves, reaps the benefit of all thought, and 
net services which they render so long as ho ncssofhis 
keeps them for himself ; and when he sells them 
lie gets a price which is the estimated not value of their 
future services. The stronger and the more eflicicnt he makes 
them, tlie better his rcwaixl ; and therefore ho extends his 
outlay until there seems to him no good reason for thinking 
that the gains resulting from any further investment would 
compensate him. BotrthG"inve.stmont .of capital Jn the rearing 
.and-early-traiuiiirc'Of'the-workei-s-of .England-is liinitetl-by 
the-resources-of'parents-.in.-thejyarious.grades of society, .Tjy, 
their^)o\ver-.of-forecn8ting, the .future, and by their willingness 
to sacrifice themselves for.thc,sake,of. their children. 

Tills e\'il is indeed-of.comparatively smallJinppr.lanco..Mitli 
regayd..to the higbfii- industrial grades. For in. thoaa grades 
jnost people jjistinctly realize the future, and “discount it at 
^ low. rate of interest.” They exert themselves much to 
select the best careers for their sons, and the best trainings 
for those careers ; and they are generally willing and able to 
incur a considerable expense for the purpose. The profes- 
sional classes especially, while generally eager to save some 
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capital for their children, are even more on the alert for 
opportunities of investing it in them. And Avhenever there 
occurs in the upper grades of industry a new opening for 
which an extra and special education is required, the future 
gains need not be very high relatively to the present outlay, 
in order to secure a keen competition for the post. 

But in-iheJow-eiu-ranks-of-soeiety-the-evil-is-great., For 
Disadvantages the slender means and education of the parents, 
of poor and the comparative weakness of their power of 

parents. distinctly realizing the future, prevent them from 

investing capital in the- education and training of their 
children with the same free and bold enterprise with which 
capital is applied to improtdng the machinei-y of any well- 
managed factory. Many of the children of the working- 
classes are imperfectly fed and clothed ; they are housed in a 
way that promotes neither physical nor moral health ; they 
receive a school education which, though in modem England 
it may not be very bad so far as it goes, yet goes only a little 
way ; they have feAv opportunities of getting a broader view 
of life or an insight into the nature of the higher work of 
business, of science or of art ; they meet hard and exhausting 
toil early on the way, and for the greater part keep to it all 
their lives. At last they go to the grave carryiijg with them 
undeveloped abilities and faculties ; Avhich, if they ct Id have 
borne full fruit, would have added to the material wealth o^ 
the country — to say nothing of higher considerations — many' 
times as much as would have covered the expense of providing 
adequate opportunities for their development. 

But the point on which we have specially to insist now i"" 
This evil is that thisjRvil is Cumulative.' The worse fed a 
cumulative. children ot one generation, the less will they 

earn when they grow up, and the less will be their power of 
providing adequately for the material wants of their children ; 
and so on : and again, the less fully their own faculties are 
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developed, the less will they realize the importance of develop- 
ing the best faculties of their children, and the less will Ije 
their power of doing so. And conversely any change that 
awaids to the workere of one generation better eai-nings, 
togetlier witli better opportunities of developing their best 
qualities, will increase the material and moral advantages 
which they have the power to offer to their children ; while 
by increasing their own intelligence, wisdom and forethought, 
it will also to some extent increase their willingness to 
jacrifice their own pleasures for the well-being of their 
children ; though there is much of tliat willingness now even 
among the pooiest classes, so far as their means and the limits 
of their knowledge will allow. 

g 3. TJie- advantages .jvJiich those boim in one of tlio 
higher grades of society have over those born 

. ^ • . • ■ ^ ■ c XI Startinlife. 

in.,a..lo.wcr consist m a ^rgat. measurc-of- the 
better introductions.and-the.better.stari-in-lifc-which-thcyTe- 
ceive from their parents. But the importance of this good start 
in life is nowhere seen more clearly tlian in a comparison of 
the fortunes of the sons of artisans and of unskilled labourers. 

There are not many skilled trades to which the son of an 
unskilled labourer can get easy access; and in ^he sons of 
the large, majority of cases the son follows the artisans and 
father’s calling. In the old-fashioned domestic 
industries this was almost a universal rule ; and, even under 
modern conditions, the father-Jias .often great facilities for 
intcoducing-liiB-son..to_hisAiwji-trade. 

But the son of the artisanJiaS-iurtlier— advantages. He 
generally lives in a better and cleaner house, and under 
material surroundings that are more consistent with refine- 
ment than those with which the ordinary labourer is familiar. 
His parents are likely to be better educated, and to have a 
higher notion of their duties to their children ; and, last but 
not least, his mother is likely to be able to give more of her 
time to the care of her family. 
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If we compare one country of the civilized world with 
another, or one part of England with another, or one trade in 
England with another, we find that the degradation of tlie 
woi’king-classes v.aries .almost unifonnly with the amount of 
rough work done by women. The most vivluable of .all c.apit.al 
is that. iiiA'csted in, human, beings ;..-and-ot- that- capital, .the 
iiio.qt precious part .is .the..result-of .the.carc*.and-influence-of 
the mother, so long as she retains- her- tender— .and -unselfish 
instincts, and lias not been hardened by .the stivain. .and -stress 
of unfeminine work. 

§ 4. As the youth giwvs up, the influence of his parents 
and his schoolmaster declines ; and thenceforward to the enrl 
of his life..his..characteu-is._moulcled„chiefly by the nature of 
his work and-the -influence-of-those-with-whom he associates 
for business, .for. plc.asure..and, for relicrious worship. 

Something has already been said of the technical tnaining 
The technical ^idults, of the decadence of the old .apprentice- 
training of the ship system, and of the difficulty of finding any- 
^nds in a thing to t.ake its place. Here .again we meet the 
on*the"un^*'^” difficulty that whoever may incur. the expense, of 
selfishness of investing capital in' developing the-abilities-of-the 
the employer, .^-oj-jj^ian, those. abilities- will be- the- property, of 
the workman himself: and thus the ^firtue of those who have 
aided him must remain for the greater part its own i jward. 

It is true that high-paid Labour is really cheap to those 
employei’s who are aiming at leading the race, and whose 
.ambition it is to turn out the best work bj’^ the most advanced 
methods. They are lilcely to give their men high wages and 
to tr.ain them carefully; partly because it pays them to do 
so, and partly because the character that fits them to take 
the lead in the arts of production is likely also to make them 
take a generous interest in the well-being of those who work 
for them. But though the number of such employers is 
increasing, they are still comparatively few. 

Again, in paying hjs workpeople high wages and in carhag 
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for their liappihess and culture, the liberal emplo 3 fer confers 
benefits which do not end with his own genera- ns benefits are 
tion. For the children of his woi’kpeople share cumulative, 
in them, and grow up stronger in body and fn partTo Hm 
in character than otherwise they would have o'" his heirs, 
done. Tlie jjrice wliichJhe has-paid for lahouivudlLhave-horne 
the expenses. of-.production-of .iui-increaaed supplj: of_,higli 
indu.stn‘.nl faculties in the.next.generation ; but these faculties 
will be the proper!}’ of others, Avho Avill have the right to hire 
them out for the best price they will fetch : neither he nor 
even his heirs can reckon on reaping much material reward 
for this part of the good that he has done. 

§ 5. The next of those characteristics of the action of 
demand and supply peculiar to labour, which we 
have to study, lies in the fact that Avhen a person peculiarity. 
^ellsJois-seiwices, he has to p.U£.§fiU.t him self yhere j^bour mus"/ 
they, are- delivered. It matters nothing to the deliver it him- 
icller of bricks Avhether they are to be used in 
■building a palace or a sewer: but it matters ..a-great deal. to 
the seller of labour, wha ixndertakes to perfoon. a -task-of 
given difficuIty.,.-AvIiether-Qr.mot-the-place-ni— whic h-it- i.s .t o 
be done is a 3 vhQlesome-and-n._pleasant. one,.and_A\diether.-or 
hot his associates-will-be‘SUch-as-he-carea_to_have. In those 
yearly hirings tvhich still remain in some parts of England, 
the labourer inquires what sort of a temper his new employer 
has, quite as carefully as what rate of tvages he pays. 

This peculiarity of labour is of great importance in many 
individual cases, but it does not often exert a The e.Tects of 
^ broad and deep influence of the same nature as generaiiy°^ 
’that last discussed. The mox’e disagreeable, the cumulative, 
incidents of an occupation, the Jugher-ot-course.are .the ..wages 
required'to-attract^people into ‘it t .but Avhether these incidents 
do lasting and Avide-spreading harm depends on Avhether they 
are such as to undermine men’s physical health and strength 
or to loAver their character. When they are not of this sort, 
M. 18 
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the)' are indeed evils in themselves, but they do not generally 
cause other evils beyond themselves'; their effects are seldom 
cumulative. 

Since however no one can deliver his labour in a market 
in which he is not himself present, it follows that the.mobility 
of labour- and -the-mobil5ty-of—the~labourcr are - convertible 
terms : and-tbe_unwillingness-to-quit~homej-and-f.o-leave-old 
associations, including perhaps some .loved- cottage, and burial- 
ground, will often turn- the scale against a proposal to seek 
better wages in -a -new place. And when the different mem- 
bers of a family are engaged in different trades, and a migra- 
tion, which would be advantageous to one member, Avould be 
injurious to others, the inseparability of the worker from his 
work considerably hinders the adjustment of the supply of 
labour to the demand for it. 

§ 6. Again, labour is often sold under special disadvan- 
tages, arising from the closely connected group of 
fourth pecu- that labpur_power-is “-j)erishable,”-that the 

Labour is Sellers of it are commonly-poor -and'-havG no re- 
pcrishabie and servc fund, and that they-Tcannot’' easily T\dthhold 
a^cVftcn^at'a market. Pcrishableness is an attri- 

disadvantage bute comiuon to the labour of all grades ; the 
time lost when a worker is thrown out of employ- 
ment cannot be -recovered, though m som ' cases his energies 
may be refreshed by rest'. 

The want of reseiwe funds and of the power of long with- 
holding their labour from the market is common to nearly 
all grades of those whose work is chiefly with their hands. 
But it-is-especially-true-of-unsldlledAabourers, partly because 
their wages leave v,ery little margin for saving, partly becai;^^'- 
when any group of them suspends Avork, there are lai'g„ 
numbers Avho are caijable of filling their places. And, as Ave 
shall see presently Avhen Ave come to discuss trade combina- 
tions, it- is-more-diffieTilt''fof'them-than. for skilled artisans to 
1 See aboA’e, Cli. in. § 3. 
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foniTi_ themselves -jnto-sfcrong-hndllasting-CQmbinatiohs ; and 
.so to put tliemselves on something like tenns of equality in 
bargaining -with their employers. Por it must be remem- 
bered that a man \\ho employs a thousand others, is in himself 
an ab.solutolj’ rigid combination to the extent of one thousand 
nnit.4 .among buyers in the labour m.arket. But these state- 
ments do not apply to all kinds of labour. ' Domestic servants 
though they have not large reseiur’e fuiidf?, .and seldom any 
fonnal trades-union, are sometimes better able than their 
emploj'ers to act in concert '. 

Turnmg next to tho-highest-grades-of-industry, ^ve find 
that as a rule they_hav:e -the -advantage Jn. .bargainirig over 
the. purchaser -of -their, labour. JIany of the professional 
classes are richer, have larger reserve funds, more knowledge 
and resolution, and much greater power of concerted action, 
with regard to the terms on which they sell their seiadces, 
than the greater number of their clients and customers'. 

It is-liowover certain tliat manual labourei's-ns_a_class 
•are at a-disadvantage. in-bargaining; and that This last evil 
the disadvantage— \diere.vor it exists is lilcelj' to lie '® 

^ Tlie total real wages of the domestic servants of fasliionablo London are 
very high in comparison with those of other trades in which equal shill and 
abiUty are required. Bnt those domestic servants Avho have no specialized 
shill, and who hire themselves to persons with very narrow means, have not 
been able to miihe even tolerably good tena.s for themselves : they worh veiy 
hard for very low wages. 

2 If furtlier eridenco were wanted that the disndvantiigcs of bargaining 
under wliich the vendor of labour commonly suffers, depend on his own 
circumstances and qualities, and not ou the fact that the particular thing 
which he has to seU is labour ; such evidence could he found by comparing the 
successful barrister or solicitor or physician, or opera singer or jochey with 
the poorer independent producers of vendible goods. Those, for instance, 
who in remote places collect shell-fish to bo sold in the largo central marhets, 
have little reserve funds or knowledge of the world, and of what other 
producers are doing in other parts of the country: while those to whom they 
sell, are a small and compact body of wholesale dealers with wide knowledge 
and large reserve funds ; and in consequence the sellers are at a great disad- 
vantage in bargaining. And much the same is true of the women and children 
who sell hand-made lace, and of the garret masters of East London who sell 
fmniture to large and powerful dealers. 
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cumulative in its effects. For though, so long as there is any 
competition among employers at all, they are likely to hid for 
labour something not very much less than its real value to 
them, that is, something not veiy much less than the highest 
price they would pay rather than go on without it ; yet any- 
thing -that lowei-s wages-tends to low.er ..the,, efficiency of .the 
labourer’s .work, ~and.,.therefp.re,-to. Jower- the price „which the 
employer wo uld ratheu.pay-than- go without that woi’k. The 
effects of the labourer’s disadvantage in bargaining are there- 
fore cumulative in two ways. It lowers liis wages-;~and.as._we_. 
have seen, this lowers his -efficiency as a. .worker, -and- thereby 
lowers the nonnal value- of’ his -labour. And- in-addition it 
diminishes, lus .efficiency-as-a-bargainer,- and -thus-increases-the 
chance that he will sell his labour for less. than .its. normal 
value. 
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CHAPTER V. 

EAltXlXGS OF LAJBOtTIt, COKTINUED. 

^ 1. Tin: noxl pouiliarit}* in tho acUon of clciunnd nml 
st;pply \rilh regard to labour, which wc have to peeuw- 
consider, is closely connected with some of those 
wc have already discussed. It..cousists in^thq^ofnewsui^UcB 
.ltingi}i-of-timc.tlintr-ia-rcquircd Jto..prcpnrc and “f*®**""* 
train daliouz .for- it'^ "vrork;rnnd.in.thc slovrncss.ol~iho .returns 
which rpsult-from-this-trainiiig. 

Kot mucli lc*« than a generation rlnp.sc.s between tho choice 
by parents of a skilled trade for one of their Difficulty of 
cliildrcn, and his reaping the full result-s of their {■Stufeor"*'**”' 
choice. And meanwhile tho character of tho trade*. 

*rade may have been almost revolutionixed by changes, of 
which sonic probably threw long shadows before them, but 
others wore sucli n.s could not have been foreseen even by tho 
shrewdc.st persons and those best acquainted with tho circum- 
stances of tho trade. 

The working classes in nearly all parts of England nro 
constantly on tho look-out for advantageous openings for tho 
labour of themselves and their children ; and they are eager 
to loam from friends and relations who have settled in other 
districts everything that tlicy oin ns to tho wages that nro 
to bo got in other trades. Tt is astonishing until what assiduity 
and sagacity many of them pursue their inquiries, not only ns 
to tlic money u-oges to bo obtained in n trade, but also os to 
all those incidental advantages and disadvantages which have 
been discussed in the last chapter but one. But it is very 
difficult to ascertain tho causes that are likely to determine 
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the distant future of tlic trades which they are selecting for 
their children; and there are not many Avho enter on this 
abstru se inquiry. The . majority, .assume , without ...a^f urthor 
thought that the condition of, each -trade-in. their -own-time 
sufficiently indicates what it will be- in -the„ future; and,.^_far 
as ,the_influcnce of - this, habit-extends,, the .supply~o£-labour_in 
a trade-in- any one-generation-tends -to -conform- to -its-earnings 
not ill that_butj[n,the-preceding-generatiQn, 

Again, some parents, observing that the earnings in one 
trade have been for some ye€ai-s rising relatively to others- 
in the same grade, assume that the course of change is likely 
to continue in the same direction. But it often happens 
that the previous rise was due to temporary causes, and. that, 
even if there had been no exceptional influx of labour into 
the trade, the rise would have been followed by a fall instead 
of a further rise : and, if there is such an exceptional influx, 
the consequence may be a supply of labour so excessive, that 
its earnings remain below their normal level for many yc t's. 

§ 2. But we must not omit to notice those adjustments of 
the supply of -labour'tO'the uemand'for'it, -^vllich'■are -effected 
by- movements'df adults-from 'o'iic tmde to anothei-, ..one-grade 
_. to another, and one .place -to another- The move- 

Tile move- ^ 

meats of adult men ts from. one. grade to another-can seldom be 
labour, a. .very large-scale; although it is true that 

exceptional opportunities may sometimes develop rapidly a 
great deal of latent ability among the lower grades. Thus; 
for instance, the sudden opening out of a new country, or such 
an event as the American War, will raise from the lower 
ranks of labour many men who bear themselves tvell in 
difficult and responsible posts. 

And the movements of adult labour from trade to trado 
are however from place to place can in some cases be so 

of increasing large and so rapid as to reduce within a veiy 
importance. compass the period which is required to 
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enable the supply of labour to adjust itself to, the demand. 
That -general nbility_:\vhich'Ts'"easily'transferable_f rom one 
trade ter another, is every_year,rising-in-importance-relatively 
to that- -manual , sldll ,.and —technical —knowledge -vhich-are 
specialized to one branch of- industry'. And thus economic 
progress brings with it on the one hand a constantly increasing 
chaugefulness in the nrethods of industry, and therefore a 
constantly increa-sing difficulty in predicting the demand for 
labour of any kind a generation ahead; but on the other liand 
it brings also an increasing power of remedying such errors of 
adjustment as have been made. 

§ 3. Tims these market variations in the price of a 
commodity are governed by the temporary re- ctuafons 
lations between demand and the stock that is in of earnings arc 
the market or within easy access of it. When firefly by 
the market price so determined is above its fluctuations of 
normal level, those who are able to bring new 
supplies into the market in time to take advantage of the 
high price receive an abnormally high reward. If they are 
small handicraftsmen Avorking on their own account, the 
whole of this rise in price goes to increase their earnings. 

In the modern industrial world, however, those who 
undertake the risks of production and to whom the benefits 
of any rise in price, and the evils of any fall come in the 
first instance, are employers and other business men. But 
tbe-force, of competitioa-among. the employers themselves, jeacH 
desiring, to- extend- his business,, and to get Ton_lumself~a3 
raueh-a-s-possible-of-the-riclr-harvest that is to be xeaped-When 
their -trade -is-prosporou8,-makes them consent to pay_higher, 
wageS' to their"-employees_in_order~to~obtain-.thein_ser-viees. 
Even if they act in combination, they are not likely to 
endeavour to deprive the Avorkman of all share of the harvest 
of good times : nor if they did make the attempt, Avould it be 
at all likely to succeed. 

Thus the high Avages of coal-miners during the inflation 
Avhicli culminated in 1873, were determined for the time by 
. 1 Sec Book IT. Oh. vi. § 1. 



the relation in which the demand for their services stood to 
Illustration the amount of skilled mining labour available, 
from the his- Unskilled labour imported into the trade 

tr^e°/ being counted as equivalent to an amount of skilled 

labour of equal efficiency. Had it been impossible to import 
any such labour at all, the earnings of miners would have been 
limited only by the elasticity of the demand for coal on the^ 
oiie hand, and the gradual coming to age of the rising gene- 
ration of miners on the other. As it was, men were drawn 
from other occupations which they were not eager to leave; 
for they could have got high wages by staying where they 
were, since the prosperity of the coal and iron ti-ades was but 
the highest crest of a swelling tide of credit. These new 
men were unaccustomed to underground work; its discomforts 
told heavily on them, while its dangers were increased by their 
want of technical knowledge, and their Avant of skill caused 
them to Avaste much of their sti’ength. The limits therefore 
Avhich their competition imposed on the rise of the temporary 
wages of miners’ skill Avere not narroAv, 

When the tide turned, those of the neAV-comers Avho Avere 
least adapted for the Avork, left the mines ; but even then the 
miners Avho remained Avere too many for the Avork to be done, 
and their Avage fell, till it reached that limit at which they 
could get more by selling their labour in other trades. And 
that limit Avas a low one ; for the SAvollen tide of credit, Avhich 
culminated in 1873, had undermined solid business,, impaired 
the true foundations of prosperity, and left nearly every trade 
in a more or less unhealthy and depressed condition. The 
miners had therefore to sell their skilled labour in markets 
Avhich Avere already over full, and in Avliich their special skill 
counted for nothing. 

§ 4. To conclude this part of our ai'gument. The market 
price j),f^every.thin g,. ix. its. _pjdce-foiA-shQrt perLodsr-is--detei:^ 
mined mainly..by the relations, im,wb ich the d ema nd for it 
stands, to.. the. aY.ailable ..stocks of it ; a-nd. jn .the case of, 
laboui-.. or- any . other.,, agent- of- .production this ien^d^S;- 
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“ dori^erl ” fiom tha-demanrl for those things wliich the agent 
isnsed-in making. In. .these -relatively- short..period5.jiRatuta- 
lions in- wnges-follow,-and.dojiot„precede, ^fluctuations, in the 
sellmg-pricc.<M>f-thc-goods.producp,d. 

But the incomes udiich are being earned by all agents 
of production, human as well as material, and those which 
appear likely to be earned by them in the future, exei-cise a 
ceaseless influence on those pereons by whose action the 
future supplies of these agents are determined. flUiere-is-a 
fonstant-tenderrej towards-a-position-of-nonnal-equilibnium, 
in- which -tlie.£upply-of“cach of -these-agents shall .stand in 
such -a -relation to the demand for its se.t'vices, as to give to 
.Uiose-who-liave -providecL.the-supply-a,-sufficient. reward jfor- 
their efforts n.nd saorifices. If the economic conditions of 
the country remained stationary sufliciently long, this ten- 
dency would realize itself in such an adjustment of supply to 
demand, that both machines and human beings would earn 
generally an amount that corresponded fairly with their cost 
of rearing and training, conventional necessaries as well as 
those things which are strictly necessary being reckoned for. 
But conventional necessaries might change under the influence 
of non-economic causes, even while economic conditions them- 
selves were stationary ; and this change would affect the supply 
of labour, and thus modify the national dividend and slightly 
alter its distribution. As.it is,-the-ecoii.omic-conditiens-of-the 
country-ai‘e-con:stantly-changing,.and. the j>.oint-of-adjustment 
of-normal-demand-and supply.in relation^tpJabourJs.CDx:stantly 
being-shifted ’ 


1 lu rrincijiles VI. v., the nrgnineiit of this last- Section is i)nrs«crt more at . 
leiigtli, and n-itli reference to several clifitculties that are ignored here. In 
rarticnlar it is argued that the extra income earned by some natural abilities 
may he regarded as a Rent sometimes, hut not when we are considering the 
normal earnings of a trade. This analogy is valid so long as wo are merely 
analysing the source of the incomes of individuals, and it might even be 
carried further if persons were bomu-itb rare abilities specialised to i)articnlar 
branches of iiroduction. 
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CHAPTER VL 

INTEREST OF CAPITAL. 

§ 1. The main principles of the action of demand and 
supply ^rith regard to capital have been discussed in the first 
two chapters of this Book. We there looked back at the 
results of our earlier studies, and endeavoured to bring 
together and study in their mutual relations a number of 
separate doctrines as to capital, each of which is amiliar to 
every intelligent man; though he may not be able, without 
some special study, to see their beaiings on one another and 
the part they severally play in the great central problem of 
distribution. 

But in earlier times even great thinkers failed not only to 
understand the part which capital plays in this great pro- 
blem, but even to recognise clearly many of the separate 
truths which are now regarded as common-place. They 
were impressed by observing that most borrowers were 
poor, that most lenders were rich; that the lenders very 
often suffered no material loss tlmough making a loan, and 
that they often wrimg exorbitant usury out of the needs of 
the poor. These facts enlisted their sympathies; and, aided 
bj' some specious metaphysical reasoning, prevented them 
from perceiving that he- who lends, to another hands -over -to __ 
him the power of using temporarily -some -desirable-thing,.and — 
that . this"i action has - as much- right -to-payment,-as-the. act-of- 
handing to him absolutely Eome-other .thing,_of . smaller- value. - 
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If the first mun be rich it may lie Iiis duty in either case to 
confer a benefit freely on his poorer neighbour -without ex- 
pecting any tiling in return. But if a person can use £100 so 
as to produce, after allowing for his trouble, things -worth £103 
net at tlie end of a year, there is no reason for his lending the 
£100 free of interest to another, -ivhich would not require liim 
to make to that other a free present of £3. ' 

g 2. lYe liave seen that interest is the reward of waiting 
in-ihe same sense that wages are the reward of labour. Much 
work is pleasurable ; but every one claims his full pay for all 
the -work he does for others as a matter of ordinary business, 
however pleasurable it may be to himself. Similarly many 
people would wish to defer some of their enjoyments, even if 
they had to put by the money, which gives command over 
them, -ndthout hope of interest : but yet those who have the 
means of lending, will not lend gratis as a rule ; because, even 
if they liavo not themselves some good use to which to turn 
the (xipital or its equivalent, they are sure to be able to find 
otliers to whom its use would be of benefit, and who would pay 
for -the loan of it; and they stand out for the best market. 
And there always is a market, because though the stock of 
loanable wealth is increasing fast, new openings for its profit- 
able use are ever being made by the progress of the mechanical 
arts and the opening up of new countries. 

But now we may leave these general considerations, and 
make a more detailed study of this notion of Inte- Net and Gross 
rest. For the interest of which Ave speak, when *'?*®'’*®*- 
we say tliat interest is the earnin.gs of ' cajoital s.iraplyr-ov-the 

1 This line of argument is pursued in some detail in JPrincijylcs VI. vi. It 
is argued that the modem theories of Carl Marx and somo otners as to 
capital, repeat this old error in a disguised form, and Avithont the excuse 
which there Avas for it in earlier times: but that Avith this exception, the 
history of the theory of interest has been one of almost continnons progress 
during the last three centuries; every generation has done something to 
fonvai-d it, none has been able to mahe any fundamental, change. Reasons 
are also given for dissenting from Prof. Blilun-Bawerk’s doctrines on the 
subject. 



284 


BOOK VI. Cil. VI. §§ 2 , 3 . 

reward o£ waiting simply, is Nxit interest-; .but.what commonly, 
passes by.tbcjiatne of Interest, includes other elements besides 
this, .and-jnay-be nailed Gross interest. 

These additional elements are the more iTnport.ant,-.tlielaweiL. 
Gross interest and more rudimentary- the state .of. commcrcial- 
inswln^r™' security and of tlte organization of. credit. Thus, 
against risk, for instance, in mediajval times, when a prince 
wanted to forestall some of liis future revenues, he borrowed 
perhaps a thousand ounces of silver, and undertook to pay 
back fifteen hundred at the end of a year. There was how- 
ever no perfect security that he would fulfil the promise ; and 
perhaps the lender would have been willing to exchange that 
2)roraise for an absolute certainty of receiving thirteen hundred 
at the end of the year. In that case, while thejipminaljrate 
at which the loan Avas made, Avas fifty. .per, cent.,. the real rate 
Avas thirty ._ 

The necessity for making this alloAV'-'ce for insurance 
and also Earn- risk is SO obA'ious, that it is not often 

ingsofMan- overlooked. But it is less obvious that every 
agement. causes some trouble to the lender; that Avhen, 

from the nature of the case, the loan inA’oh'es considerable 
risk, a great deal of trouble has often to be taken to keep 
these risks as small as pos.sible ; and that then, a great part of 
AA-hat appears to the boiTOAver as interest, i.s, from the point of 
vieAv of the lender, Earnings of Management of a troublesome 
business. 

At .the.present. time .th.e.ne.tJnte.re.st_on,capital -in-England 
is ajittle. under, three. per. cent, per- annum ; for no more tlian 
that can bo obtained by inA’esting in such first-rate Stock 
Exchange securitie.j as yield to the OAvner a secure income 
AAuthout appreciable trouble or expense on liis part. And 
Avhen we find capable business men borroAving on perfectly 
secure mortgages, at (say) four per cent., Ave may regard that 
gross interest of four per cent, as consisting of net interest, or 
interest proper, to the extent of a little under three per cent., 
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and of Earnings of Management by the lenders to the extent 
of rather more than one per cent. 

Again, .vpawitbrokeiia. business involves next to no risk ; 
but his loans are generally made at the rate of 25 per cent, 
per annum, or more; the greater part of which is really 
Earnings of Management of a troublesome business. Or to 
take a more extreme ciise, there are men in London and Paris 
and probably elsewhere, who make a living by lending money 
to costermongers : the money is often lent at the beginning of 
the day for the purchase of fruit, tfcc., and returned at the end 
of the day, when the sales are over, at a profit of ten per 
cent.; there is little risk in the trade, and the money is 
seldom lost. hTow a farthing, invested fft tBH per cent n-day. 
would amonnf to a billion pounds, at..the.end-oLa.y.ear. But 
no one can become rich by lending to costermongers ; because 
no one can lend much in this way. The so-called interest on 
the loans really consists almost entirely of earnings of a kind of 
work for which few capitalists have a taste. 

§ 3. It is then necessary to analyse a little more care- 
fully the extra risks which are introduced into 
business when much of the capital used in it sis of Gross in- 
has been borrowed. Let us suppose that jbwo-men 
are canning on .similal^busmesses,.the_Qne..^yocking_^\itll-4ljs 
own, the other chiefly-with-borrowed-capital. 

There is one set of risks which is common to both ; which 
may be described as the Trade KisAs- of— the__particulnr 
business-in-wliich-they-are-engaged. They arise from fluctua- 
tions in the markets for their raw materials 
and finished goods, from unforeseen changes of R>sks. 
fashion, from new inventions, from the incursion of new and 
powei-ful rivals into their respective neighbourhoods, and so 
on. ,But there is.another_set pf,.risk% the burden of which 
has_to,be.bome_by-the_man_ivQEking.-with..borrowed.capital, 
and. not by the -other; and^Aye. jnay, jcall them 
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Eisks. Por lie M'ho lends capital to be used by Personal 
another for trade purposes, has to charge a high R’sks. 
interest as insurance against the chances of some flaiv or 
deficiency in the borrower’s personal character or ability. 

The price then that the bormwer has to p.ay_far the loan 
of capital, and-which-he-i-egarda as. interest, is _ 

r. . p. p-i 11 Gross interest 

irom the, ppxnt._ot.^..vae.Ay, of the lender more does not tend 
.properly to.be regax’ded as profits : fox*, it includes to equality, 
insui’ance against lisks xvbxch...ai:e_.often very heavy, and 
Earnings of Management for the~ taslcT -which..is.. ofte n ver y 
arduous, of ■ keeping .those - risks as . small as possible. V aria- 
tions in the nature of these xisks and of the task of manage- 
ment will of course occasion corresponding variations in the 
Gross interest, so called, that is paid for the use of money. 
The tendency of competition is therefore .not towards e.qualiz- 
ing this Gross- interest : on the contx-axy, the more thoroughly 
lendei's and borrowers understand their business, the mox’e 
certainly will somr plasses of borrowers obtain loans at a 
lower rate than others. 

We must defer to a later stage our study of the marvel- 
lously efficient oi’ganization of the modem Money Market by 
which capital is ti’ansferred from one place where it is super- 
abundant to another where it is wanted ; or from one trade 
that is in the process of conti’action to another which is being 
expanded : and at px'esent xve must be contented to take it 
for graxxted that a vexy small difference between the rates of 
Net interest to be got on the loan of capital in two different 
modes of investment in the same Western country will cause 
capital to flow, though perhaps by indirect chaixnels, from the 
one to the othex*. 



CHAPTER Vn. 


rnOFlTS OF CAPITAL AND BUSINESS POWER. 

§ 1. Is the concluding Chapters of Book xv. we made 
some study of the various forms of business This chapter 

management, and the faculties required for them; '■eiauon ^ 
o , , , , , . , ' the latter part 

and we saw how th^ supply of business- nower-in. of Book iv. 
command of capital-may be regarded as consisting, of three 
elements, the supply of capital; the -supply of the4>usiness 
jjower to, mannge.it, -and. tlie- supply, of the, organization. by., 
.which, tlie-two -ai-e-brought-dogether- and - made -effective -for, 
production. We have now to cany tliis study further ; and 
to inquire more closely into ihfijoatuce-of-the-.serviccs rendered , 
.tQ,,society--by—those-who-'undertake-and— manage— business 
enterprises,- and the rewards-.o£ ,this..,work. We shall find 
that tlie causes which govern the earnings of business men are 
less arbitrary, and present closer analogies to those which 
govern other kinds of earnings fhan is commonly supposed. 

We must however make a distinction at starting*. The 
Struggle for. Survival — tends -to -make— those 
method.s of, organization ' prevail,— which are'best struggle for 
fitted to thrive in their. environment;, but .not. 
necessarily those best .fitted to benefit their., enviionment, 
unless it happens that they are duly rewarded for all the 
benefits which they confer, whether direct or indirect. .And 
in fact this is not so. For as a general nile^the Law of 
Substitution— which isnothing^more-than-a-special-andlimited 
application of tlie’Law -of-SurvivaLof-the-Fittest — tends to 
1 See Book iv. Ch. -vni. 
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make one metliod of industrial organization supplant anotlier 
■when it offers a direct and immediate service at a lower price. 
The indirect -and -ultimate services which either will render 
have, as a general rule, little or- no weight in the balance; 
and as a result many businesses languish and die, which might 
in the long run have done good work for society if only they 
could have obtained a fair start. Tliis is especially true of 
some forms of co-operative associations. 

In this connection we may divide employers and other 
undertakers into two classes, those who-open-out~new..jind 
improved methods of business, and those. -who. follow. , beaten . 
tracks. The services which the latter jjeiform for society are 
chiefly direct and seldom miss their full reward: but it is 
other^vise with the former class. 

For instance, economies have lately been introduced into 
some branches of iron manufacture by diminishing the number 
of times which the metal is heated in passing from pig iron to 
its final foim ; and some of these new inventions have been of 
such a nature that they could neither be patented nor kept 
secret. Let us sujjpose then that a manufacturer with a 
capital of £50,000 is getting in normal times a net profit of 
£4,000 a year, £1,500 of which we may regard as his Earnings 
of Management, leaving £2,500 for the other two elements of 
profits. We assume that he .has been working so far in the 
same way as his neighboui’S, and showing an amount of ability 
which, though great, ’is no more than the normal or average 
ability of the people who fill such exceptionally difficult posts; 
that is, we assume that £1,500 a year is the noimal earnings 
for the kind of work he has been doing. But as time goes on, 
he thinks out, a way of dispensing with one of the heatings 
that have hitherto been customaiy ; and in consequence, 
without increasing his expenses, he is able to increase his 
annual output by things which can be sold for £2,000 net. 
So long, therefore, as he can sell his Avai-es at the old price, 
his Earnings of Management will be £2,000 a year above the 
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nvora"ej and lie will oarn tlio full reward of Ids services to 
society. Jlis neighbours however will coj>y his plan, and 
probably make more than average proiit.s for a time. But 
soon competition will inci-easo the supply, nn<l lower the price 
of their wares, until their profits fall to about their old level ; 
for no one could get c.xtra high wage.s for making eggs .stand 
on their ends after Cohunbu.s’ plan had become public 
proiierly, 

^fany busiiic.ss.iuen whoso inventions have in tho long nm 
been of almost pricele-ss valuo-l-o- the-world,~h(rve-died-in 
poverty; and while many men have amassed great wealth by 
good fortune, rather than by c.xceptional ability in the per- 
fonnance of public .services of high importance, it is probtihlo 
that those business men who have pioneered now paths have 
often conferred on .society benefits out of all projiortion to 
their own gaiius, oven though they have died millionairo.s. 

g 2, Wo will now begin by tracing the action of the 
Lay of„Substit.ution in adjusting the rewards of action of 
the service.s reiidercct to .society by oitlinary work- the Law of 
men, by foremen, and by employers of diflerent m^controiunir 
grades. We have already noticed that a great Eaminixsof 
part, oLihe-work-dono .by..tl»o.head„oLa, smiul 
business himself, -is. relegated .iiLaJnrgc_busincss ,to..salaried 
.heads .ol.departments, managei-s, -foremen and othci-s. And 
this thread will guide us to much that is useful for our present 
inquiry. The simplc.st case is that of tho earnings of tho 
ordinary foreman ; with which we may begin. 

Let us suppose, for instance, that a railway contractor or 
a dockyard manager finds tliat it answers best to have one 
foreman to cvery^ twenty labourers, while paying him twice tho 
wages of one of tliem. Tliis means that, if ho found himself 
with 600 labourers and 24 foremen, he would expect to get 
just a little more work done at the same expense by adding 
one more foreman, than by adding two more oidinary 
labourera ; while if he had had 4-90 labourers and 25 foremen, 
Jb 19 
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he Avoiild have found it better to add two more labourers. If 
he could have got his foreman for one and a half times the 
■wages of a labourer, perhaps he -would have employed one 
foreman to evexy fifteen labourers. But, as it is, the number 
of foremen employed is detei-mined. at one-twentieth of that 
of the labourei-s, and their demand price at twice the 
labourers’ wages. 

In exceptional cases the foi-emen may earn their wages 
by over-driving those whose work they superintend. But we 
may now suppose them to conti’ibute to the success of the 
undei'taking in a legitimate way, by securing a better orga- 
nization of its details; so that fewer things ai’e done amiss 
and need to be undone ; so that eveiyone finds the help that 
he wants in moring heavy weights, «fec., I’eady for him just 
when he wants it ; so that all machineiy and implements are 
kept in good working order, and no one has to waste his time 
and strength by woiking with inadequate appliances, and so 
on. The wages -of foremen who do- work .of .this -kind-may- 
be. .taken ..as-typical . of . a . great, part-of -the Eamings of Man-- 
agement ; society, acting through the individual employei', 
offers an effective demand for their services until that margin 
is reached at which the aggregate efficiency of industry would 
be increased by adding woi’kers of some other grade moi’e 
than by adding the foremen whose wages would add an equal 
amount to the expenses of production. 

§ 3. So far the Employer has been regai-ded as the agent 
The Law of whom the Law of Substitution acts in 

Substitution contriving and arranging the factors of pro- 
the^empioyer duction SO that the ,maximum-of-direct-ser-rices 
him ' (estimated by their money measure) should— 1 - 

performed at-a -minimum-money— cost. But now 
we have to look at the work of the employers themselves 
being contrived and arranged for them, though of course in 
a more haphazard fashion, by the immediate action of their 
oMm competition. 
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In the lii-st place we find the small employer, who does the 
whole work of management and superintendence in his busi- 
ness competing with the large employer who retains in his own 
hands only the supreme work of controlling the higher policy 
of the business. And in this way as the earnings and services 
of foremen are weighed on the one side against those of oi-dinaiy 
labourei-s, so on the other the earnings and sendees of the 
foremen and managers who in the large business are hired to 
do much that the small employer does himself, are weighed 
against his. 

It is tme that the small employer needs capital of his 
own ; but as wo have already noticed ' there is a constant 
inci'case in the ea.so with which a man who has the faculties 
for managing a business, can borrow the requisite capital. 

It is tme that the new man with but little capital of his 
own is at a disadvantage in trades which move 
slowly and in which it is necessarj’ to sow a long ^ *’worWne 
time before one reaps. But in all those in- 
dustries in which bold and restless enterprise 
can reap, a quick harvest ; and in particular wherever high 
profits are to be made for a time by cheaper reproductions of 
costly wares, there the new man is in his element : it is he who 
by his quick resolution and dexterous contrivances, and perhaps 
also a little by his natural recklessness, "forces the pace.” 

And he often holds his own ^vith great tenacity even 
under considerable disadvantages j for the freedom 
and dignity of his position are very attractive to for a small re- 
him. Thus the-peasant . -proprietor- whose -dittlo-'^®'^'*' 
j)lot_,is Jieayily„moi-tgaged, -tlie-smalUsQnalled-iisweater— -or 
“ garret master,” -who-takes.out.-a,aub:ContEact.at_a-lo^price, 
wdl, often work harder than-the-ordinaiy-workman^-and-for-a 
lower net. income. And- the-manu£acturen_HdiD_ia_doing— a 
-large-business -with_,comparatiy-ely—little-capital-~of—his-own 

1 Comp. Book IV. Ch. xii. § 7. 


19—2 
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jsv-ill— i’cckon--his— laboiiu^and. anxiety, almost -as- iiothing^-foi- 
heJaiows-thart'”l)e~raust anyliow, work for his. living, and. he 
is unwilling -to-go-into-service- to another: he will therefore 
work feverishly for a gain that would not count much in the 
balance with a wealthier rival, who, being able to retire and 
live in comfort on the interest of his capital, may be doubting 
whether it is worth while to endure any longer the wear-ancl- 
tear of business life. 

§ 4. But the weighing in the balance of the services, and- 
Joint stock therefore the earnings, of employees against the 
companies. Earnings of Management of employers is in 
some Avays best illustrated by reference to Joint-stock com- 
panies. For in them most of the work of management is 
divided between salaried directors (who indeed hold a few 
shares themselves) and salaried - managers .and other sub- 
ordinate officials, most of whom have little or no c<apit<al of any 
kind; and thcir"eai'mifgS7"b<jing-irlmost“the-puve-earnings-.of 
.hibouy, aje_.go.Yerned_iiuthe-4ong-^Hm-by-those-genei!<aLcaiises^ 
wh ich r ule Jihe-eamings.of-labour-ofo equal- difficulty .and dis- 
agreeableness irn'ordinary-occupations. 

Joint-stock companies seldom have the entei-prise, the 
energy, the unity of purpose and the quickness of action of a 
private business. But these dis.advantages are of relatively 
small importance in some trades. That publicity, which is 
one of the chief drawbacks of public companies in "many 
bi'anches of manufacture and of speculative commerce, is a 
positive advantage in ordinary Banking and Insurance and 
kindred businesses ; while in these, as well as in most of the 
Transport industries (raihvays, tramways, canals, and the 
supply of gas, water and electricity), their unbounded com- 
mand over capital .and their length of life give them undis- 
puted sway. 

In some cases they are tempted to aim at monopoly, and, 
while fighting for victory over their rivals, they disturb the 
m.arket. When however peace ha.s been reached by com- 
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hinatioii among themselves, or hy the victory of the strong 
over the v’oalc, a far seeing, if sluggish, policy is generally 
pursued ; and this exercises a .steadying influence on tlic 
industry controlled by them. But it hindcre the rise of 
young firms with constructive genius ; and, by reUirding the 
adaptation of production to new conditions, it indirectly 
increases the irregularity of employment. 

Tints then .each of the-tnany' Tnodern-methods- of -business 
has its own advantageS’and disadvantJigcsT and its^ppHcatiou 
is extended-under-the action of .the Law of Substitution in 
every, direction until.that limit or nmrgin-i8-reached,.^at,which 
its..special advanttiges-for <Jiat_use no longcr'P.Vceed it.s dis 
advantages. 

§ 5. i;he.supply-of*busine6s-pojv:eujs large,aud elastic, since 
tlie area from .which it isdrawn is wide. Every- supply of 
one has theJjusiness.ofJiis.owji .life..to .conduct ; business abi- 
M ^ *5 drawn 

this, u aono wxiU^ aiToms to ^mc extent training from a wide 

for-husiness-management; and there is therefore 
no other kind of highly paid ability which depends so little 
on labour and expense applied specially to obtaining it, and 
which depends so much on so-called “natural and is non- 
qualities.” And, secondly, businesa poivor is specialized. 
highly-Tiuu-spucialized ; because in tne„ Jargo,. majority , of 
trades, -tcchnical-knowlcdge and skill become every day less 
important relatively to the broad and non-.specialkerl faculties 
.of, judgment, -prompfcnes^’-r^ource,_.carefulness and steadfast- 
ness of purpose. 

And we may conclude that .the rarity of the natural 
abilities and the -expensiveness of tlie-special adjust- 

training required for the work affect— normal, ^ent of Earn- 
Eaiaiings-of Management-in-much- the-sarae-Avay cufty °a*nd ^i'm - 
as iliey-do-the -normal-wageS’M -skilled-labour. 

In cither case. a.j.ise in thejneome to iJe earned fairly accu- 

sets in- operation-forces Jending^to increase the. 

supply of those capable.of„eaming-it-; and in either case the. 
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extent- lo_Jv]iich-llie-supply--will~be -increased- by a given- rise 
of income, depends npon ^ie j^ial and ecoiioniic^condition 
of. those. from-wboin -the supply .is, di’awn. For though it is 
true that nn able business man Avho starts in life -with a great 
deal of cai:)ital and a good business connection is likely to 
obtain higher Eaimings of Management than an equally able 
man -who starts Avithout these advantages; yet there ai-e 
similar, though smaller, inequalities between the e<'irnings of 
professional men of equal abilities who start with unequal 
social advantages; and the wages even of a working man 
depend on the start he has had in life almost as much as on 
the expense which his father has been able to afford for his 
educationk 

1 Some (lifliculties iu obtaining neemato knowledge of the Inie Eaniings 
of Management in different trades are indicated in Pniteijylcs W. vn. 7. 
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PROFITS OF CAPITATi AND BUSINESS POWER, CONTINUED. 


§ 1. VmsinfiRs arfi the fixeessu}£-its-W!ceipts- 

.ovei-its-outgoings^-and the annual rate of is the I’atio 

which the yearly profits hear to the capital in- vve have next 
vested. We have next to inquire whether there 
is any general tendency of the rate of profits to rate of profits 
equality. *° equality. 

Adam Smith said; — “The whole drugs which the best 
employed apothecary iii a large market-to^vn tvill sell in a 
year may not perhaps cost him above thirty or forty pounds. 
Though he should sell them, therefore, for three variations in 
or four hundred or a thousand per cent, profit nominal profits 
this may frequently be no more than the reason- and smaii*^^* 
able wages of his labour in the only way in businesses, 
which he can charge them, upon the price of the drugs. The 
greater part of the apparent profitJs real w.ages disguised in 
the-garb of profit.” 

But it is important to distinguish between the annu.aL 
rate of proBts on the capital invested in a 
business, and the rate of profits that are made annum and on 
every time the capital of the business is turned turnover, 
over; that is every time sales are made equal to that 
capital, or the rate of profits nn the turnover. At present we 
are concerned with profits per annum. 

,Tlie_greater part of thejiominal inequality between the 
normal rates of .profit in small businesses and, in Jarge- would 
disappear, if .the-scope-of- the-tenn-protits„were narrowed in 
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^ r ill .both_-cascs..tlic.„xemuuci%ation_of™.1.he— Hanie- 

Corrcction of 

^in anomaly of clas.ses • of -fiervicpw.- TJicre are even reasons for 
lantruacc. tliiiiking that Llie rate of profit, riglitly estimated, 
on large capitals tends to be higher than on small. JToaof-trWO 
businesses, competing .in the same -trade, that-with-the larger 
capital can nearly ahvays-bny-at-the-clTCapcr-ntle,-— and ,c.'in 
aA'ail itself of nfanyTicbhomies in ihe specializfition of sldll.and 
machinery-and- in -other_ways, -which .are out of . the reach of 
the -smaller-business.; while at most the only important ad- 
vantage, which the' latter is likely to have,- consi.sts-of its 
greater facilities for getting near its, customersm,nd..consulting 
^ their individual -wants. In trades in which this last advantage 
is not important, and especially in some manufacturing trades 
in which the large firm can sell at a better price than the 
small one, the outgoings of the former are pi'oportionately less 
and the incomings larger ; and therefore, if the profits be 
reckoned in the same way in both cases, the rate of profits 
in tlie former case must be higher than in the latter. 

But these are the very businesses in which it most fre- 
quently happens that large firms after first crushing out small 
ones, either combine with one another and thus secure for 
themselves the gains of a limited monopoly, or by keen 
competition among themselves reduce the rate of profit very 
low. There are many brajiches of the textile, the metal, and 
the transport trades in which no business can be started at 
all except with a i large capital ; while those that are begun 
on a moderate scale struggle through great difficulties, in the 
hope that, after a time, it may be possible to find employment 
for a large capital, which will yield Earnings of Management 
high in the aggregate though low in proportion to the capital. 

There are some trades which I'equire a very high order 
of ability, but in which it is nearty as easy to manage a very 
large business as one of moderate size. In rolling mills, for 
instance, there is little detail which cannot be reduced to 
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routine, anrl a capital of .£1,000,000 invastecl in them caji be 
controlled by one able man. A Kite of profit.s of 20 per 
cent., which is not .a veiy high average mte for some parts of 
the iron ti-ade, would give the owner of such works Earnings 
of Jlanagement amounting to more than £lo0,000 a year. 
And since iron-masters can with .so little additional effort 
get the Earnings of Management on an inci-cased capital, 
wealthy men remain in the trade longer than in most others ; 
and the competition of the great iron-mastei-s mth one another 
is said to have I’educed the avemge rate of jirotits in the 
trade below the oi’dinaiy level. 

The rnte of profits ia 'mv iu neadj' all those trades wJxich. 
require veiy little ability o£-tlia_highest.-ordcr,. and in which 
,a public or private ffun. noth a -goocL-coauection and a large 
capital can hold its own against uew.iCome.rs, so_long_as.it is 
managed bj’ BlfiU. of industrious .habits „with_sound_c.ommpn 
sengs and a moderate”BhaTc of entei-prise. And men of this 
kind are seldom wanting either to a well-established public 
company or to a private firm which is ready to take the 
ablest of its servants into partnei'ship. 

We may then conclude, firstly that the true rato.of-profits 
in lai:ge businesses~is •‘higher than -at-first. sight General result 
appears, because. much. that. is commonly'connted 
as profits in -the small- business ought to-be classed i.irge business- 
under another-liead .before the -rate-of-profits-in 
it.^is -coiuparea witn that, in, a .large businessj and secondly 
.that,- even when this correction has. been- made thc_rate_of. 
profite declines generally.us.the size of the.business.increases. 

§ 2. Tlie. normal Earnings of Management-are-of-course. 
Ingli in proportion to the c,'^)ital,.and.,therefoce 
.the. rate ot .profits per^-annum-on- the -capital is wi«r^e*me cir- 
high, when the work of management-is heaiydn larg'e're' 
proportion to. the capital. Individual trades lativeiy to the 
have indeed peculiarities of their own; and all 
rules on the subject are liable to great exceptions. But gene- 
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Tally it may bo said that j,Iie..extcnt-Q£_the_'vvork-of--miina.£'e- 
niciit ncodecl in a bii-sine-ss depends more on the amount 
of Circulating caj^ital uKcd- than on that of the "Fi-ved. The 
rate of profit tends .therefore -to -be- low in trades in which 
there is a dispropoi-tionately large.^ amount of durable plant 
that requires -but little trouble and attention when once 
it has .been laid down. As wc have .seen, these trades are. 
likely to get into the hands of joint-stock companies : and the 
aggi’Cgate salaries of the directors and higher oflicials boai- a 
very .small proportion to the capital cjiiploycd in the case of 
railway and wjitcr companies, ajid, even in a more marlced 
degree, of companies that own canals and docks and bridges’, 

§ 3. Our inquiry may now pass away from the annual 
rate of profits on the capital invested in a business, to the 
The rate of , that are -made every time sales 

profits on the equal to the capitaLof. the business are made, or,- 
turnover. commoidy-.sjud,-thc-ratc-of -profits “on the 

t-urno^'er.’' Tt is clear that if the average net profits in two 
businos.ses are twelve per cent, j’er annum, and the first turns 
over its capital 4 times in the year and the other only once, 
the profits on the turnover must be twelve per cent, in the 
latter case, and only about three per cent, in the former. 
And we are thus brought to consider the causes which de- 
termine the rate of profits on'tho “ turnoA'cr;”- or, which comes 
to the same thing, the percentage of the supply price of a 
commodity which has to be classed as profits. 

It is obvious that wholesale • dealev.s, who buy and sell 
large quantities of produce in single transactions, and who are 
able to turn over their capital very rapidly, may jnake large 

^ Profits arc excoplionally high where tho wnges-hiU is very largo re- 
Intivcly to the capital. This subject is treated iii i’n'ncyjlcs VI, viii. 2 where 
it is argued that tho least inaccurate of all tho broad statcniciits that can bo 
inado with regard to a general tendency of profits to equality in difrerent 
trades, is that where equal capitals are employed, profits tend to bo a certain 
percentage per annnm on the total capital, together with a certain percentage 
on tlie wages-bill. 
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fortunes though their average profits on the turnover arc less 
than one per cent. ; and, in the e.xtreme case of 
hjjt:ge_atQdk_cxcha,7ig e dealings, even when they 
are only a small fraction of one per cent. But annual rate 

ship huildcr. who lias to put labour and material capUa?.' iiiu°- 
into the ship, and to provide a berth for it, a long 
while before it is ready for sale, and who has to 
take care for every detail connected with it, must add a ^■cl■y 
high percentage to his direct and indirect outlay in order to re- 
munerate him for his labour, and the locking up of hi.s capital. 

Again, in the textile industries .some firms buj* raw material 
and turn out finished goods, while others confine themselves 
to spinning, to weaving, or to finishing : and it is obWous that 
the rate of profit on the tumover of one of the fir.st class must 
be equal to the sum of the rates of profit of one of each of the 
three other classes. Again, the retail dealere’ profit on the 
turnover is often only five or ten per cent, for commodities 
which are in general demand, and which arc not subject to 
changes of fashion; so that while the sales are large, the 
necessary stocks are small, and the capital invested in them 
can be turned over very rapidly, with very little trouble and 
no risk. But a profit on the turnover of nearly a hundred 
per cent, is required to remunerate the retailer of some kinds 
of fancy goods which can be sold but slowly, of which varied 
stocks must be kept, which require a large space for their 
display, and which a change of fashion may render unsaleable 
except at a loss ; and e%'en this high rate is often exceeded in 
the case of fish, fruit, flowei-s and vegetables. 

We see then that there is no. .general tendency of profits 
on the turnover tp.equality ; -hut-thfiEejuay he, and as a matter 
of fact there-is in each trade and in weiy bm.nnli ^ each- 
trade, a tnorc or less-definite-rato of pz-ofits on the turnover 
which is regarded as a “’fair” o: norm&l-r-ate. Of course 
these rates are always changing in consequence of changes in 
the methods of trade ; which are generally begun by individuals 



300 


BOOK VI. CH. VIII. §§ 3, 4, 5. 

who desire to do a larger trade at a lower rate of profit on 
the turnover than has been customary, but at a larger rate 
of profit per annum on tlieir capital. If however there 
happens W) be no great change of this kind going on, the 
traditions of the trade that a certain rate of profit on the 
turnover should be clanged for a particular class of work are 
of great practical service to those in the trade. Such traditions 
are the outcome of much exjjericnce tending to show that, if 
that rate is charged, a proper allowance will be made for all 
the costs incurred for that particular purpose, and in addition 
the normal rate of profits per annum in that class of business 
will be afibrded. If the}’’ charge a price which gives much 
less than this rate of profit on the turnover they can hardly 
prosper ; and if they charge much more they are in danger 
of losing their custom, since others can afford to undersell 
them. This is the “fair” rate of profit on the turnover which 
an honest man is expected to charge for making goods to 
order, when no price has been agreed on beforehand ; and it is 
the rate which a court of law will allow, in case a dispute 
should arise between buj’er and seller. 

§ 4. During all this inquiry we have had in view chiefly 
Profits are a ultimate, or long-period or true normal results 

of economic forces ; vre have considered the way 
normal in which the supply of business ability in command 

supply-price, capital tends in the long run to adjust itself to 
the demand ; we haA’^e seen how under the action of the Law/ 
of Substitution it seeks constantly every business and ever^ 
method of conducting every business in Avhich it can I’ender 
services that are so highly valued by persons who are able ta 
pay good prices for the satisfaction of their Avants, that those 
services Avill in the long run earn a high rcAvard. Tiie motive- 
force is the'competition of undertakers : each~one^tries- eA’ery 
openmg, forecasting -probable- future- eA’:ents, jceducing. ihemjtOL. 
their time relative "proportions, .n,ndLconsidering„AYJiat -surplus 
isJikely-to-be-aflforded-by-the-i-eceipts.olany„uudertaking.over - 
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ilie outlay required for it. All his prospective gains enter 
into tile profits which draw him towards the undertaking ; all 
the investments of his capital and energies in making tlie 
appliances for future jiroduction, and in building up the 
“Immaterial” capital of a business connection, luive to show 
themselves to him as likely to be profitable, before he will 
enter on them : the whole of the profits which he expects from 
them enter into the rewai-d, which he expects in the long run 
for his venture. 

Much of the argument of Chapter V. as to the earnings of 
industrial skill is applicable to the earnings of business power. 
There are, however, some differences between the two cases, 
which call for our study. 

§ 5. In the first place the undertaker’s pi’ofits bear the 
first brunt of any change in the price of those profits fiuctu- 
things which are the product of his capital *’even 

(including his business organization), of his greater ratio ; 
y , labour and of the labour of his employes ; and as a result 
fluctuations of his profits generally precede fluctuations of 
their wages, and are much more extensive. For, other things 
being equal, a comparatively small rise in the price for which 
he can sell his product is not unlikely to increase his profit 
manyfold, or perhaps to substitute a profit for a loss. That 
rise will make him eager to reap the harvest of good prices 
while he can; he will be in fear that his employes will leave 
his employment or refuse to work. He will be more able 
and more willing to pay high wages ; and wages 5 ,^. wages 
will rise. But experience shows that (whether ofempioyesiag 
they are governed by sliding scales or not) they their fluctua- 
seldprn jise as much in.proportiomaaqpiicesq and 
therefore they do not rise nearly as much in proportion as 
profits. 

Another aspect of the same fact is th.at when trade is 
bad, the employe at worst is earning nothing towards the 
support of himself and his family ; but the employer’s out- 
goings are likely to exceed his incomings, particularly if he 
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is using much borrowed capital. lu that case his Gross 
Earnings of Management are a negative quantitj'' ; that is, he 
is losing liis capital. ]n very bad times this happens to a 
great number, perhaps the majority of undertakers ; and it 
hai^pens almost constantly to those who are less fortunate, or 
less able, or less well fitted for their special trade than others. 

§ G. To jjass to another point, the number of those who 
The profits of S''<^ceed“in-business-i8-but-a--small_per-centage_Df_- 
Jndividuais tlie^ whole ; and in their hands are concentrated 

wWe^i^th^n ^he fortunes of others several times as numerous 

ordinary earn- as themseh'es, who have made savings of their 
ings do. 

own, or who have inherited the savings of others 
and lost them all, together with the fruits of their own efforts, 
in unsuccessful business. Tn^i-dot!— therefo re to find - f.be 
average .profits of-.artrade-wn-mu8t-not-dmde_bhe_aggregate 
profits, made in it- by the-numbei_DLiihose_:\vJio-axe-reaping 
them, nor even-by-tliat-number-added- to-the_nuiaben_x\dio 
have failed: but from. the. aggregate- profits of the.successful 
we must- subtract* ■th6"aggregate"losses..of -those . ..who-*ha ve 
failed, and perhaps disappeared ■from-the'trade'pand" vTi-must 
then divide the remainder by the sum of-the-numbers of -those 
who have succeeded and those .avIio have failed. It is probable 
that the true Gross Earnings of Management, that is, the 
excess of profits over intex’est, is not on the average more than 
a half, and in some lisky trades not more than a tenth part, 
of what it appears to be to persons who form their estimate 
^o£ the profitableness of a trade by observation only of those 
who have secured its prizes. There are howeA^er reasons for 
thinking that-the- risks. oLtrade.are.on- the .Avhole diminisliing 
rather than increasing b* 

A There are other differences between the earnings of business power and 
of ordinary" earnings, for a study of Avhich, as well as of the relation in Avhich 
earnings of inauagemeut stand to the rent of exceptional ability, and of the 
conditions under Avhich Profits are to bo regarded ns a Quasi-rent, the reader 
is refeiTcd to Principles, VI, A’m. 
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CILVPTKR IX. 

lUCNT Of I.AXO. 

§ 1. AVi: juay cull to mind that tho land liius an “in- 
herent” incomo of heat and light and air and rain, which 
man cannot appreciably affect; and advantages income 
of situation, of wliich many arc beyond man’s 
control, while but few of the remainder arc the propertiea 
direct result of the investment of cjipital and 
effort in the land by its individual owners. Tiie sunply of 
these proporties-isjiot-dependent-on-human effort, and would 
therefore not be lneiuic?l!d~by-ext-raj:ewards to that effort. 
On the other hand— thosc~cl»emical-oc-mechanical -properties 
of the soil, on whichjts .fertility- largely-depends,- can bo 
modified, and -in extreme ciuses entirely-changed by man’s 
action- 

Xow lot us i-evert to our stud}' of the tendency to 
diminishing return in agriculture; still supposing that tho 
owner of the land undertakes its cultivation, , , 

. ’ ResumS of 

SO that our reasoning may be general, and Book iv. 
independent of the incidents of particular forms 
of land tenure. We saw how the return to-successivo “doses,” 
or applications of capital and lalxmn, though it may increase 
for tho- first few dose.s vvill begin to diminish-whon the land 
is already well, cultivated. The cultivator' continues to apply 
additional capital and labour, till he reaches a point at which 
the return is only jjist sufficient to repay his outlay and 
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rewacd Hm for }ii(i-o\vj3 worJv. That ivdll. he the. dose on il.ic 
margin of cultivation, wlicther it happen.s to l)e applied to 
rich or to poor land. An amount equal to the return to it 
will be required, and will be sufficient to repay him for each 
of his pre^^ous doses j and the excess, of the gj'oss produce 
over tlus„amount is his producer’s surplus. Supposing him' 
to be a man of ordinary ability and enterprise and to farm 
fairly well, this- will be what-i.s commonlyjcalled— the . rental 
value of. tlie land. 

Tliis surplus or rental value depends on, firstly, the 
richness of the land, and secondly, the relative values of 
those things which he has to sell and of those things which 
he needs to buy. And the prices at which the vaiiousv 
requisites of the farm can be bought, and its various products 
sold, depend on his surroundings; and changes in that are 
continually changing the relative values of diflerent crops and 
therefore the relative values of land in diflerent situations. 

Thus it is important to remember that inen ualities of 
situation relatively - to -tho-best-markets-are j ust as power ful 
causes of inequalities-of- producer’s -surplus,.as.,are .inequalities 
of absolute productiveness. But England is so small and so 
thickly peopled, that the cultivator can get nearly the same 
net price in whatever part of England he is; and English 
economists have ascribed to fertility the first rank among the 
causes which determine the value of agricultural land, and 
have treated situation as of secondary importance. They have 
therefore often regarded the producer’s surplus, or rental 
value, of land as the excess of the produce which it jdelds, 
OA-er Avhat is returned to equal capital and labour (applied 
Avith equal skill) to land that is so barren as to be on the 
margin of ’cultivation ; Avithout taking the trouble to state 
that separate alloAvance must be made for differences in the 
expense of marketing. Put economists in neAV countries, 
obsei’Adng that che richest land may lie uncultivated if it. 
has not good access to jrjarkets-think of .situation at least 
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equally iuiporiant witli fortuity in dot'OrminUig-tlieji’nluo 
of land. Ill tlioir view land on tlm margin- of -.cultivii(ion,is 
laud far fcouL iBaEkot!i.j and tho prmliicer’s-surplus-prcsents 
+0 them as tlic-cxcess vjUuo. of tbe-producc.-iroin_well- 
situnted land over thatavhich,cqual Lal)our,-capital (and aldll), 
would get on tho worst_sltuate(L,Iau d : allo\va nco^>eing-^of 
course 4n!id6 ior ,diffcEencos_o£-fcrtilitjq_i£ necessary. 

§ 2. Tho argument of this cliapter so far is npplicjible 
to all systems of land tenure, which recognize private owner- 
ship of land in any form ; for it is concoi'ned Arcument 
with that producer’s .surplus, which accruc.s to ni’i’’sj?stcras'° 
tho owner if ho cultivates his land himself ; or, of tenure, 
if ho does not, then accrues to him and his tenants, regarded 
<•13 a firm engaged in tho business of cultivation. Tims it 
holds true, whatever bo tho division wliich custom or law or 
contract may have arranged between them with regard to 
their Bcvcr.'d shares of the cost of cultivation on tho one hand, 
and the fruits of the cultivation on the other. Petty’s 
ineinorablo statement of the law of rent is so woiUcd as to 
apply to all forms of tenure and to all stages of civiliza- 
tion: — “Suppose a man could with his own hands plant a 
certain scope of Land with Corn, that is, could Ligg, or 
Plough ; Harrow, AYeed, Reap, Carry home. Thresh, and 
Winnow so much as the Husbandry of this Land requires ; 
and had withal Seed wherewith to sow tho same. I say, ^ 
that when this man hatli subducted his seed out of tho 
proceed of his H.arvcst, and .also what himself hath both 
eaten and given to others in exchange for Clothes, and other 
Natural necessaries; th.at the Remainder of Corn, is the 
natural and true Rent of the Land for th.at year; and tho 
medium of seven years, or rather of so many years as make 
up tho Cycle, within which Dearths and Plenties make their 
revolution, doth give the ordinary Rent of tho Land in 
Corn’.” 


M. 
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At the present day, in those parts of England where 
custom and sentiment count for least, and free competition 
and enterprise for most in the bargaining for the use of 
land, it is commonly understood that the landlord supplies, 
and in some measure maintains, those improvements which 
are slowly made and slowly worn out. That being done, he 
requires of his tenant the whole producer’s surplus which the 
land thus equipped is estimated to afford in a year of normal 
harvests and normal prices ; after deducting enough to replace 
the farmer’s capital with normal profits j so that the farmer 
stands to lose in bad years and gain in good years. In this 
estimate it is implicitly assumed that the farmer is a man of 
normal ability and enterprise for that class of holding; and 
therefore, if he rises above that standard, he will himself reap 
the benefit ; and if he falls below it will himself bear the loss, 
and perhaps ultimately leave the farm*. 

The so-called English system has some disadvantages ; but 
when we come to compare it with other systems, we shall see 
that it afforded great advantages to a country, which pion- 
eered the way for the world in the development of free 
enterprise ; and which therefore was impelled early to adopt 
all such changes as give freedom and vigour, elasticity and 
strength. 

1 In other words, that part of the income derived from the land which the 
landlord obtains, is governed, for all periods of moderate length, mainly by the 
marhet for the produce, with but little reference to the cost of providing the 
various agents employed in raising it; and it therefore is of the nature of a 
rent. And that pai-t which the tenant retains, is to be regarded, even for 
short periods, as profits entering directly into the normal price of the produce ; 
because the produce would not be raised nnless it were expected to yield tbosi 
profits. The more fuUy therefore the distinctively English features of land 
tenure are developed, the more nearly is it true that the line of division be- 
tween tbe tenant’s and the landlord’s share coincides with the deepest and 
most important line of cleavage in economic theory. 
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CHAPTER X. 

LAND TlCN'UUi:. 

5; 1. Ik early (imps, nml in some luickwawl pountrips ••vpii 
in ovir cnvn ago, all rights to property tlopejul on forms of 
"onerjil nmlerstnmUngs nuhor than on precise Lnod-it-nure 

> Jins’C cfncrally 

laws and docuinenl-s. In so far as these under- been based on 
standings c.an he nxluced to definite terms and rana'nihips. 
exjirossod in the Inngimge of nuKlern husiness, (hey are 
generally to the following enoct : The ownership of land 
is vested, not. in an individual,- hut in a finn of wliich one 
ineinher or group of inemhoi's is the sleeping }iaxtn«r, while 
another ineniher or group of incinhers (it may lie a whole 
family) is the worhingTrnHner. 

The sleepifig partner is sometimes the ruler of the State, 
sometimes he is an individual who inherits what was once 
the duty of collecting the jiayinents due to this ruler from 
the cultivators of a certain part of the soil ; hut what, in 
the course of silent time, has hecoino a right of ownendiiji, 
moic or less definite, more or less uhsolutc. 'J'ho sleeping 
partner, Of one of them, is gitnoKilly called the propiietor,vor 
]andholdcr.or4nndlord,-or-ovon4ho-lan<lowner; though tliis is 
an incon-ect way of speaking, wlien ho is restrained by law 
or custom from turning tho cultivator out of his holding, 
cither hy an arbitnirj' inci-case of the payments exacted from 
him or hy any other means'. 

' Custom is liowcvcr really more clastic tlinn at ilrst sifilit njiijcars, ns is 
slioviii even by recent Enslisli history. Caution is tbereforo necileil in 
niiiilyin" Hicnrilian niialysis to modern Knpiliali land problems os well as to 
those arising out of more primitive systems of land tennre. See J'rincijiks VI. 
-• 20—2 
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§ 2. Tn a great part of Latin Europe the land is divided 
Mctayafie or lioldings, Avhich the tenant cultivates by the 

rental by labour of himself and . his family, .and some- 
shares. times, though rarely, that of a few hired labour- 

ers, and for which the landlord supplies building.s, ciittle and, 
sometimes even, farm implements. This system is called 
Metayaqp.. Its- advantages- are-considerable ivdien the .holdings 
ar.e jvery-si nall,-the-tenants-pooty-and~thc~landlords - not-averse 
to taking -mucb-trouble-nbout 'BmaU—thingJk; but it is not 
suitable for holdings large enough to give scope to the enter- 
prise of an able and responsible tenant. It is commonly 
associated with the system of peasant proprietorship ; and we 
may consider that next'. 

The position of a peasant proprietor has great attractions. 
The peasant do wliat he likes, he is not worried 

proprietor by the interference of a landlord, and the anxiety 
lest another should reap the fruits of his work and self- 
denial. His feeling of oM'nershtp gives him selfuicspect, and 
.stability-^ of character, and makes him provident and tem- 
perate in his habits. He is scarcely ever idle, and seldom 
regfirds his work as mere drudgerj' ; it is all for the land 
that ho loves so well. 

“The magic of, property turns sand into gold,” said 
Arthur Young. It undoubtedly has done so in many cases 
in which the proprietors luu-e been men of exceptional energy. 
But such men might perh.aps have done as well or better if 
their horizon had not been limited to the narrow hopes of a 
peasant proprietor. For indeed there is another side to the 
is generally an picture. “Land,” we are told, “is the best 
Eefdom an e^- saving.s-bank for the M'orking man.” {Sometimes 
cient worker it is the second best. But the very best is the 
energy of himself and his children j and the peasant pro- 

1 Metaynge enables a poor man to get the nse of capital at a low charge, 
and to have more freedom and responsibility than a hired labourer, though 
less than an English farmer. It is a form of Co-operation. 
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prietors’ thoughts are so full of the one that they often 
starve the other. Many even of the richest of them stint 
the food of themselves and their families : they pi-ide them- 
selves on the respectability of their houses and furniture ; 
but they live in their kitchens for economy, and are practically 
worse housed and far worse fed than the better class of 
English cottagers. And the poorest of them work hard 
during very long houi-s, but do not really get through much 
work, because they feed themselves worse than the poorest 
English labourers. They do not understand that wealth is 
useful only as the means towards a real income of happinesp ; 
they sacrifice the end to the means. < 

And it must be recollected that the English labourers 
represent the failures rather than the successes ^ 

of the English system. They are the descendants so well repre- 
of those who for many successive generations New World as 
have not availed themselves of the opportunities the English la- 
by which their abler and more adventurous 
neighbours were rising to leading posts at home, and, what is 
far more important, were acquiring the fee simple of a great 
part of the surface of the globe. Of the causes which have 
contributed to make the English race the chief owners of the 
New World, the most important is that bold enterprise which 
has made a man, who is rich enough to be a peasant proprietor, 
generally refuse to be content with the humdrum life and the 
narrow income of a peasant. And among the causes which 
have fostered this enterprise, none is more important than 
the absence of the temptations to wait about for a petty 
inheritance, and to marry for the sake of property rather 
than in the free exercise of individual choice — temptations 
which have often dulled the energy of youth in places in 
which peasant properties have predominated. 

It is partly in consequence of the absence of these temp- 
tations that the^''farmers-^of-AjQaerica,_though The American 
_they--are-nien-of-the-worknrg~class-cultlY:ating fa^er. 
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ilicir- o\m*liuMl-wit h'thoir-oivn 4 mn<lB, do-not-repcmblc JL‘.pc.i«!ant 
proprietors*.” Tlicy invest their income freely and wisely in 
developing the energies of themselves and their children; 
and these energies constitute the chief part of their csipital, 
for their land generally is as yet of hut little value. Their 
minds aTO always active, and though many of them have 
little tcchniciil knowledge of agriculture, their acuteness and 
versatility enable them to find out almost unerringly the best 
solution of the problem immediately l>efnro them. 

That problem is genemlly to obtain a produce large in 
Amerienn ptt>lK>*'tion to tlic laliour spent on it, though 
methods of Small ill pro{M)rtion to the abundant land at their 
cultivation. parts of America however, in 

which land is beginning to get a scarcity value, and in which 
the immedinte ncighlioiirlKsjd of gtsKl markets is making an 
inteihsive cultivation jirofitable, the methods of fanning and 
of tenure are rearranging themselves on t-hc English model. 
And within the last few years there have liccn signs of a 
tendency on the jiart of native Americans to hand over to 
persons of recent European origin the farms of the IVest, ns 
they have already done the farms of the En.st>, and ns they 
did long ago the textile industries. 

§ 3 . Let us then turn to the English .system oL.tcuure. 
The Eniriish harsh ns it has been in many respect.«^ 

system ' it yet had a great power of stimulating and econo- 
mising that 001017)1180 and energy, which, aided by England’s 
gcogniphical advantages and froedom from devastating wai-s, 
gave her the leadciuhip of the world in Manufacture and 
GolonirAtiuii and, though in a less marked degree, in Agri- 
culture. England has learnt les-sons in ngiiculture from 

’ 1 Tlircc-fourtlm of the faniiB in the 178110(1 States are cnltivatod by Uicir 
owners; and only onc.tliini of the remainder is held by tenants nmlrr the 
English plan, while twa.thinlB are in n iiosition somewhat similar to that of 
Metayers, except that tlicy hold under definite contracts which are but little 
iuflacnccd liy custom. 
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mfiTiT countries and cspeciaUy the Netherlands ; but oh the 
-irliole she lias taught far more than she has learnt. And 
there is jiOAV no. eQUntJCT’-oxeept~the-Netherlands,_\rlucb can 
coinparo-Avith-her-in the,;imount.of-produco-pcc.,acrc.oi fertile 
land,; and no country’ in Europe which obtains nearly so high 
returns in proportion to the labour expended in getting them. 

The chief merit of the system is that it enables the land- 
lord, to beep in his own hands the re.sponsibility 
for that part and only that part of the propert)' landlord to 
which ho can look after with but little trouble to 
himselfj and little ve.xation to his tenant. His which he can 
part consists of land, buildings and permanent ’ 

iraprovement-s; anA.avera"es in England fire times thatjv-hich 
tlie fanner has-to supply himself. XIxe landlorrl is wiliingjfco 
fu]>ply-thi6-five=shtths-ot Hie necessiu:.y-capitaLat.a_uetj:ent, 
which .seldom ogives as much_as-three-per-ccnt._interest_on 
its cost ; and there is no other business in which the enter- 
prising undertaker can borrow what capital he wants at so low 
a rate, or can often borrow so large a part of his capital at any 
rate at all. 

The second merit of the English system, which partly 
follows from the first, is that it .g^egi the-land;. 
Jprd-eo'n^clerable-freedom-in-the-.selectiQiL.of-an considerable 
able-and-responsiblc,tonant. But it is true that 
his good and bad qualities alike often tend to 
prevent his selecting tenants on stiictly commercial principles. 
He seldom goes far afield for a new tenant; and, until quite 
recently, he has seldom given facilities for an able working 
man, similar in character to the American farmer, to make a 
start on a small farm which he can cultivate with his own 
hands and those of his family and a few hired men '. 

§ 4. We may next inquire how far those general ten- 

1 The English system on the whole tends to promote the discovery and the 
diffusion of improved methods; but even in England'progress in agriculture is 
slower than in manufactures. 
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dencies towai-ds production on a largo scale, which we studied 
in Book iv., are applicable to agriculture under modern' 
English conditions. 

Firstly, agriculture must be spread over the broad land : 
Special con material can be brought to the manufacturer 

ditionsofagri- for him to woi’k Oil ; but the agriculturist must 
culture. work. Again, the workei’S on the land 

must adapt their work to the seasons^ and can seldom confine 
themselves entirely to one class of work'; and in consequence 
agriculture, even under the English system, cannot move fast 
in the direction of the methods of manufacture. 

But yet there are considerable forces tending to push it 
in that direction. The p^ogresa of invention is constantly 
increasing the number oi servnceable, but expensive machines, 
for most of which a small farmer can find employment during 
only a vei'y short time. He may hire some of them from 
people who make it their business to undertake steam plough- 
ing and thrashing ; but there are many, the use of which can 
be got only by co-operation with his neighbours; and the 
uncertainties of the weather prevent this plan from working 
very smoothly in practice. 

Again, the-faiancr-must-gc beyond-the results of his-own 
It affords an his_fathe£s experience— in -oi-der to-ket^. 
increasing abreast of the changes of the dsiy. He should be 
busfness’^ able to follow the movements of agricultural 
ability. science and practice closely enough to see their 

chief practical applications to his own fai-m. To do all this 
properly requires a trained and A’ersatile mind ; and a farmet 
who has these qualities could find time to direct the general 
course of the management of several hundred, or even of 
several thbusand acres ; and the mere superintendence of his 
men’s work in matters of detail is not a task fitting for him. 
The work which he ought to do is as difficult as that of a 
large manufacturer; and he would never dream of spending 
liis own strength on minute superrision which he can easily 
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hire suboirlinates to do. A fanner who can do this higher 
wnrli, must bo -wasting his strengtii on work tliat is beneath 
him, unless he cmplo3's many gangs of Avorkmen, each of them 
under a responsible foreman. But there are not manj’ fams 
Avliicli give scope for tins, and there is therefore verj' little 
inducement for really able men to enter the business of 
farming ; the best enterprise and ability of the country' gene- 
rally avoid agriculture and go to trades in which there is 
room for a man of fii-st-rato ability to do nothing but high 
class work, to do a great dcjil of it, and therefore to get high 
Earnings of ^Management. 

TlHLe;qicrinicjitjif wQridng-fau>ns-on~a very large_scale-is 
diHiwd-trTHKl £j:peindi’n ; because, to be tried properlj', it would 
require farm buildings and moans of communication specially 
adapted to it ; and it Avould have to oA’crcome a good deal of 
resistance fi'om custom and sentiment not nltogetlier of an 
unhealthy kind. The risk also Avould be great ; for in such 
eases those Avho pioneer often fail, though their i-outo when 
well trodden maj' be found to be tlie easiest and best. 

If a farm is not very large, and if, as is often the case, the 
farmer has no greater abilitj' and activitj' of farmer 
mind than is commonl)’ to be found among the who works 
better class of working foremen in manufactur-es, 
then it Avould be best for others, and in the long run for him- 
self, that he should return to the old plan of working among 
Iris men. Perhaps also his wife might return to some of those 
lighter tasks in and near the fannhouse which tradition 
ascril)0.s to her. The}' require discretion and judgment, they 
are not inconsistent with education and culture; and combined 
with it they would raise and not lower the tone of her life, 
and her real claims to a good social position. There is some 
reason for thinking that the stern action of the principle of 
natural selection is now displacing those farmers, Avho have 
not the faculty to do difficult head-work, and yet decline to 
do hand-Avork. Their places are being taken by men of more 
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tlian average natural ability who, with the help of modern 
education, are rising from the ranks of labourers; who are 
quite able to manage the ordinarj'- routine work of a model 
farm ; and who are giving to it a new life and spirit by 
calling their men to come .and work, instead of telling them 
to go and work. Vciy_large-fanns-l)oing-h‘ft-out-o£_v-iaw,-ifc-' 
is_>vjth_i’;ithor--smalLlauns-avork«d-on~thcso-priuciples.„that 
the immediate- futui-e_jof. JLnglish _agriculture -seems„.to..Jic. 
Very small small-holdings however-have -gro.at advan- 

holdings. tages wherever .so much care has to be-given-to- 
.jndiyidual plants jthat jnachinery~i.s-out. of. place-; and there , 
is reason for hoping that they _will continue -to-hold-their-o^vn- 
in raising yegetjUiles, jlowcrs JincLfruit. 

§ 5. AVe may next consider how far landlords will in 
. their own interest .adjust the size of holdings to 

The interests , r . , r-. 

of landlords tho real needs of the people. Small holdings 

publicans re- require more c.xpensive building-s, roads 

Bards small and fences, and involve greater trouble and in- 
■ cidental expenses of management to the land- 
lord in proportion to their acreage than do large holdings; 
and while a large fanner who h.as some rich land can turn 
poor soils to good account, small holdings will not flourish 
generally except on good soil'. Their gross rental per acre 
must therefore always be at a higher rate than that of large 
faims. But it is contended that, especially when land is 
heavily burdened by settlements, landlords are unwilling to 
incur the expense of subdividing farms, unless they see their 
w,ay to re7its for sm.all holdings that will give them, in 
addition to high profits on their outl.ay, a hea^y insurance ^ 

1 The inttJqiretalion of this term vnrie.s with local coiulitions and individual 
wants. On pennanent pashire land near a town or an industrial district the 
advantages of small holdings are perhaps at their maximum, and tho disad- 
vantages at their minimum. If the land is arable, it must not be liglit, but 
strong, and the richer tho better ; and this is especially the case with holdings 
so small as to inaho much use of the spado. If tho land is hilly and broken 
tho small cultivator loses but little from his want of command of machinery. 
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fund against tlie chance of having to throw the holdings 
togetlicr again ; and that ther.rental-foiL_small -holdings, _and 
pspeciaHy^<mhos6-of-Qjily_a_few„acres, -is-extravagantly. high 
in many parts.of the country. Sometimes the prejudices of the 
landloitl and his desire for undisputed authority make him 
positively refuse to sell or let land to persons who are not in 
harmony with him on social, political or religious questions ; 
hut it seems certain that e^dls of this kind have always 
heen confined to a few districts, and that they are rapidly 
dhuinishing. 

But they rightly attract much attention. For there is a 
public need for small holdings, as well as large, in every 
district. They increase the number of people who are 
working in the open air with their heads and their hands; and 
bj- giring the agricultural labourer a stepping-stone upwards, 
they tend to prevent him from being compelled to leave agri- 
culture to find some scope for his ambition, and thus check 
the gi’eat e^•il of the continued flow of the ablest and bravest 
fann lads to the towns. 

Moreover verj- small holdings, which can be worked by 
people who have some other occupation, and also 
allotments and large gardens, render great sendees 
to the State, as well as to those who cultivate them. They 
break the monotony of existence, they give a healthy change 
from indoor life, they ofier scope for variety of character and 
for the play of fancy and imagination in the arrangement of 
individual life ; they afibrd a counter attraction to the grosser 
and baser pleasures; they often enable a family to hold 
together that would otherwise have to separate ; under 
favourable conditions they improve considerably the material 
condition of the worker ; and they diminish the fretting as 
well as the positive loss civused by the inevitable interruptions 
of their oixlinarj' work. 

And lastly dhDngh-poasant-propriet-orslHp,_as_a_systmn,_is 
nnsuitecLtoJhe_cconomic-.CQnditions of England, ,to„her- soil, 
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bcii‘_climatc-and-ilvo-tempGi^f -hcr. people, yet. there are a few 
There should peasanirpropuietors^iii. Englanid-wlio.arc-pex’fectly 
be no artificial ]iappy„in -this -.condition ; and there are a few 
peasants’ pro- others who Would buy small plots of land and 
pcrties. would live happily on them, if they could get just 

what they wanted where they wanted it. Their temper is 
such that they do not mind working hard and living sparely, 
provided they need call no one master ; they love quiet and 
dislike excitement ; and they have a great capacity for growing 
fond of land. Reasonable opportunity should be given to 
such people to invest their savings in small plots of land, on 
which they may raise suitable crops with their own hands ; 
and at the very least the present grievous legal charges on the 
transfer of small plots should be diminished^, 

Co'-operntion -might..seem_ like ly. to_ilouiask_in_agriculturo 
Co-operation ?vnd-to-combine -the-economies of productiqn^pn .a„ 
in agncuiture. i^^Q_scale.with-raauy.of the- joys. and the social. 
gains_of-sinall_pr.operties. But it requires habits of mutual 
trust and confidence ; and unfortunately the bravest and the 
boldest, and therefore the most trustful, of the countrymen 


^ The evidence he/ore the committee on small holdings, 1906 [C(l 3278] 
discusses vorj- falh- the advantages and disadvantages of ownersliip for small 
holdcr-s; with apparently a balance of opinion against ownership. In 1901 
there were in Great Britain 111,000 holdings between 1 and 5 acres; 232,000 
between 5 and 50 acres; 150,000 between 50 and 300; and 18,000 above 
300 acres. Small holdings, and even allotments, increase the number of people 
wlio are working in the open air with their bends and their bands : they give 
to the agricultural labourer n stepping-stone upwards, prevent him from being 
compelled to leave agriculture to find some scope for his ambition, and thus 
check the great evil of the continued flow' of the ablest and bravest farm lads 
to the towais. They break tho monotony of existence, they give n healtl*^ 
change from indoor life, they offer scope for variety of character and for the 
play of fancy and imagination in the arrangement of indiridnal life ; they 
afford n counter attraction to the grosser and baser pleasures; they often 
enable a family to hold together that W'onld otherwise have to separate; under 
favourable conditions they improve considerably the material condition of tho 
worker; and they diminish the fretting as W'ell as tho positive loss caused by 
the inevitable intcrniptions of their ordinary work. 
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have always moved to the towns. Denmark, Italy, Germany, 
and lastly Ireland have however led the way in a movement 
which seems full of promise for org.anized co-opnratiojj in the 
handling of dairy proxlnce, in the making of butter anil cheese; 
in buying falters’ requisites and in soiling farmers' produce: 
and Britain is following in their wake. Tlie movement is 
however of limited scope: it scarcely touche.s work in the 
field itself. 

§ G. Finally a woixl may be said as to private and public 
interests with regard to open spaces in towns. 

IVakeSeld and the American economists have 
taught us how a sparsely inhabited new district and private 
is enriclied by the advent of every new settler, the matter of 
The converse truth is that a closely peopled building on 
distract is impovensbed by everyone who adds a 
now building or raises an old one higher. -Th e, want of a ir. 
,and_light,-of-peaceful-repose_oat-o£-doots.Joii_aU„ages_ancLA>f 
health V-Plav-iog-child ren, exhausts the e nergics-of— the-best 
blood of England -which , is,.constantly—flowing-towards_our 
large iowns. By allowing vacant spaces to be built on reck- 
lessly we are committing a great blunder from a business 
point of view, since for the sake of a little material wealth 
we are wasting those energies which are the factors of pro- 
duction. of all wealth; and we are sacrificing those ends 
towards which material wealth is only a means. It is a 
difficult question to decide how far the expense of clearing 
open spaces in land already built on should fall on the 
neighbouring owners ; but it seems right that for the future 
every new building erected, save in the open country, should 
be required to contribute in money or in kind towards the 
expenses of open places in its neighbourhood. 
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GENERAL VIEW OF DISTRIBUTION. 

§ 1. The argument of the preceding ten chapters may 
no'w be brought to a head. It falls far short of a complete 
solution of the problem before us : for that involves questions 
relating to foreign trade, to fluctuations of credit and employ- 
ment, and to the influences of associated and collective action 
in its many forms. But yet it extends to the broadest and 
deepest influences -which govern distribution and exchange. 

To begin ■\\’ith, -we have seen that there is a general 
correspondence between the causes that govern the supply 
prices of material and of personal capital: the comparison 
motives which induce a man to accumulate 
personal capital m his son’s education, are supply of 
similar to those which control his accumtilation 
of material capital ybr his son. There is a con- industrial 
tinuous transition from the father who works 
and waits in order that he may bequeath to his son a 
rich and firmly-established manufacturing or trading business, 
to one who works and waits in order to support his son wliile 
he is slowly acquiring a thorough medical education, and 
ultimately to buy for him a lucrative practice. Again, there 
is the same continuous transition from him to one who works 
and waits in order that his son may stay long at school ; and 
may afterwards work for some time almost without pay while 
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learning a skilled trade, instead of being forced to support 
bimself early in an unskilled occupation, such as that of an 
errand-boy. For such, occupations, because they lead the way 
to no future advance, sometimes offer comparatively high 
wages to young lads. 

It is indeed true that as society is now constituted, the 
,only-pecsonspwho-are Verjrlikely'to-invest-much-in d eveloping 
the4)ersonal-capiial-of“aryouthls-arbilities'are-4iis-parents : and 
that many first-rate abilities go for ever uncultivated because 
no one, wlio can develop them, has had any special interest 
in doing so. This fact is very important practically, for its 
effects are cumulative ; that is, the-deficiency-in'-educatiomof 
ong~gBner ation is likely J;oJjnpair—the--education...QL.the-next, 
and that again of the generation which follows it, and so 
on, oomula^ygly. BjilL_it_dQea_iiQt_.gi.yfi_0se,_asJiasJt)een 
supposedj-to-a'fundamental-difference'between'material-and 
human ag ents of ..pEQductiQn : for it is analogous to the fact 
that much good land is poorly cultivated because those who 
would cultivate it well have not access to it. 

Again, since human beings grow up slowly and are slowly 
worn out, and parents in clioosing an occupation for their 
children must as a rule look forward a whole generation, 
changes-in demand take^ longec-time J;o. work out their full 
effects on. supply in the-case,of„human agents, than of most 
kinds of material appliances for production.;, and a specially 
long-period is required in the., case ofjabour to grYfi full play 
to the economic forcsa wJiich tend to bring ahodt a normal 
adjustment between_demand and -supply' 

§ 2. The~efficiency of liuman...agentp. of prodnction on 
the.one hand, and.that of -material-agents.oii_.the 
other, are weighed againskone another and-com- weich the 
pared with their- costs ;-..and each, tends to, be thcTifferent 
applied as far as itds-more efficient-than-the-other industrial 
in proportion to its cost.. A rdugf function of ’ 

' Comp. IV. v. VI. VII. ami xn. ; and YL rv. v. and vn. 
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btif, incss enterprise is to. facilit^ite—Uio-fceo— action. of this 
great principle of. substitution. Generally to the public benefit, 
but .sonietimos in opposition to it, business men are constantly 
coin2>iring the services of machinery, and of labour, and 
again of unskilled and skilled labour, and of e.vtra foremen 
and nuinagcrs ; the}' are constantly devising and experiments 
ing Avitli new arningeincnts which involve the use of diflerent • 
factors of production, and selecting those most profitable to 
themselves i 

Tlie efficiency as compared., with -the -cost- of almost eveiy 
class of lal>our, is thus continually, being weighed in the 
and eive balance in one or more .branchcs--of production 
principle ^of •‘ig^'^inst somc other -cl, 'isscs-of Jiibouj : and each 
substitution, of these in its turn against otliers. TJiis compe- 
tition is primarily “ vertical : ” it is a struggle for the field of 
employment between groups of labour belonging to different 
givules, but engaged in the same branch of production, and 
inclosed, as it were, between the same vertical walls. But 
meanwhile '‘homontal ” competition is always at work, and 
by simpler methods: for, fii'stly, there is great freedom of 
movement of adults from one business to another within cacli 
trade ; and secondly, parents can generally introdneo their 
children into almost any other trade of the same grade with 
their own in their neighbourhood. By' means of this combined 
vertical and horizontal competition there is an effective and 
closely adjusted balance of payments to sernces as between 
labour in different grades; in spite of the fact that the labour 
in any one grade is mostly' recruited even now from. the 
children of those in the. same grade". 

The working of tho principle of substitution is thus chiefly' 
indirect. AVlien two tanlcs containing fluid are joined by a 
pipe, the fluid, which is near the pipe in the tank witli tljc 
higher level, mil flow into the other, even though it bo rather 

' Comiwre VI. i. G, luid vu. 2. 

" Coiuparu IV. vi. .=> ; and VI. v. 2. 
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viscous ; and thus tho general levels of the tanks vill tend 
to be brouglit together, though no fluid nia}' flow from tho 
further end of tho ono to the further end of tho otiier; and 
if sevcnil tanks are connected by jiipcs, the fluid in all 
will tend to tlie same level, though sonic tanks have no 
direct connection with others. And siinilarl 3 ’- -the-firinciple 
oL-substitution-Ja. constantJx jtonding_J)j_indirect-rout-es-to 
apportion—camings. to. elliciencj'_beL«’Cxui_i.rades,_jvTid_evi’n 
between grades,- whicli-nro-not-directlyJn_cpntact_with. one 
another, _ai)d_j£liicIi_appear-nt-flrst-Bight-to-have-no-wa 3 ^j)f 
competing -with- ono-anothci:. 

§ 3. There is no breach of continuity as wo ascend fz-oin 
the unskilled labourer to the skilled, thence to the foreman, 
to the he, ad of a department, to tho general But as repards 
manager of a largo business paid partly bj' a businc-^mcn 
share of the prolits, to the junior partner, and themselves 
lastly to the head jiartner of a large private j’eVs'hi'-h'iy 
business ; and in a joint-stock company there is organized, 
even somewhat of an anti-climax when wo pass from tho 
directors to tho ordinary shareholders, who undertake the 
chief ultimate risks of tho business. Nevertheless .business 
men,~those._jyJio-undcrtake business enterprises, —are -to a 
-certain-cxtcnt-a-class apart. 

-Por-while-it-is -through-thoir-conscious.jigenc}' . that, the. 
principle of-Bubstitution-chiefly works in balancing one factor 
pi-production=against another ; wth regard_to_themJtJias-no 
other agency- than the -iadirect_influence_of— their-own-com- 
petition. So it works blindlj-, or rather wastefull}’^ ; it forces 
, many to succumb who might have done excellent work if 
thej’' had been favoured at first : and, in conjunction with the 
law of increasing return, it strengthens those who aro strong, 
and hands over the businesses of the weak to those who have 
already obtained a partial monopoly. 

But on the other hand there is also a constant increase 
in the forces which tend to break up old monopolies, and 

M. ^ 21 
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to orl'oi- to inori, ^vho have Imt little capital o£ their own, 
ep'^niners Loth for .'starting new husines'ses and for rising into 
posts of command in large public and private concerns; and 
these farces tend to put business abilifcj' in command of the 
capital required to give it scope. 

On tlic whole the work of business nianageinent is done 
eheajdy — not mdeed us cheaply as it may be in the future 
when men’s collective instincts, their sense of duty and their 
public spirit are more fully developed; when society exerts 
itself more to develop the latctvt faculties of those wlio arc 
born in a lumiblo station of life, and to diminish the secrecy 
of business ; and wlien the more wasteful forms of speculation 
and of competition arc held in check. But yet it is done 
so clieaply as t-o contribute to production more than tlic 
equivalent of its pay. For tho business undertaker, like the 
skilled artisan, renders services which society needs, and 
wliich it would probably liavc to. get done at a higher cost . 
if he were not there to do them*. 

The ablest business men ai'o generally those who get the 
highest profits, and at tho same time do their work most 
cheaply ; find it would bo ns wasteful if society were to give 
their work to inferior people who would undertake to do it 
more cheaply, as it would bo to give a valualdo diamond to be 
cut, by a low waged but unskilled cutter. 

Tho similarity between tho causes that determine the 
normal rewards of. ordinary-ability -on-the one -hand,- and of 
busine.ss .power-^-in command . of-capital on , the 
other, does , not extend_.to . the fluctuations of 
their current earnings. For the employer stands 
as a bufler between the buyer of goods and all 
the various classes of labour b}- which they are 

^ tVe postpone a criticism of tbe contention of the socialists that it wonlil 
he better for Ibo State to labe the worli into its own bands anil lure bnsiness 
nianuKcrs to conduct, it: and wo postpone a study of tboso forms of specula- 
tion and comincrcinl competition wliicli are not beneficial to 50010(3-, and 
porhajis arc even Jmnnful. 


Contrasts 
between 
fluctuations 
of current 
profits and 
wages. 



GENERAL VIEW OF DISTRIBUTION. 


323 


made. He receives the whole price of the one and pays the 
whole price of the others. The fluctuations of hia profits 
go with fluctuations.. of the prices o£ the things, he .sells, 
and are .more extensive; while those af the wages of his- 
employees come later and are less extensive. The earnings 
at any particular time of his capital and ability are some- 
times large, but sometimes also a negative quantity : whereas 
those of the ability of his employees are never very large, 
and are never a negative quantity. The wage-receiver is 
likely to suffer much when out of work ; but that is because 
he has no reserve, not because he is a wage-receiver’. 

§ 4. Returning to the point of view of the second chapter 
of this Book, we may call to mind the double xelation_in 
'Which'd:he~variOQS~Bgenta-of production-stand-to one another. 
On the one hand they are often rivals for em ^^6 agents 
ployment; any one that is more efficient than 
another in proportion to its cost tending to be source of 
substituted for it, and thus limiting the demand o'ne"’'”* 
price for the other. And on the other hand another, 
they all constitute the field of employment for each other: 
there is no fieId..oLjemployment. for_any one, except in so far 
as it is provided by the others : the national dividend which 
is the joint product of all, and which increases tvith the supply 
of each of them, is also the sole source of demand for each 
of them. 

Thus an increase of material capital causes it to push its 
way into new uses ; and though in so doing it may occasion- 
ally diminish the field of employment for manual labour in a 
few trades, yet on the whole it will very much jjow an 
increase the demand for manual labour and all increase 
other agents of production. For it will much enriches the 
increase the national dividend, which is the empioym\*’nt 
common source of the demand for all ; and since of labour. 

1 Compare VI. rv. 6. 
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by iis increasKi ■miiupcUtion fur ntnployiiioni it will liavo 
forced <Iown the rate of intore.st, ihoreforo the joint product 
of a do-'se of ciipilal and lalwur will now l)o divided more in 
favour of laliour than before. Tliua, lhc'chicfiJtineni..whicti 
capital confon; upon labour is not by. opening out to it Jiew 
rmplo}’incuta,.but.by incrciising .the. Joint product of land, 
labour and cajntal (or of land, labour and waiting), and by 
riHiucing the share of that product which any given amount 
of capital. (or of- wniting)-enn •claim as. its. reward*. 

§ fi. Tn discussing the influence which a change in the 
.supply of work of any one industrial group c.xcrts on the 
field of ciiiployincnt for other kinds of labour, there was no 
nce<l to raise the question whether the incre ase 
in number uf Work c.amc from an increase in the numimrs 
or in the efficicnev of those in the group; for 
ofvrarkeni that question is of no direct concern to the 

towa?;e8*of otlicrs. In Cither ease there is the same ad- 

anToOiera ditioii lo tlio national dividend: in. either^ case 
compel ition wilLcompcLtlicm-io-forcc.tlicmRelvcs 
fo the same extent into nscs-in wdiioh their marginal-utility is 
lower ; Jind will thus lesson to-Uio «vme-cxtcnt -the share.of 
the joint product which they. are able-lo claim. in return for 
.a given .amount of work of a given kind. 


1 Tbc uPTr tlemniiil lor.InlKmr will imrily lake ilio fonu.oI Uio oponing-ont 
of new nndcrtaMngs which hitherto canid not have paid their way. It will, 
for in.slniico, lead to the making of railways and waterworks in districts which 
are not voiy rich, and which wonid have continued to drag their goods along 
rough rasd.'s and draw up their water from wells, if people had not hccii nhlo 
nud willing to support Iniiour while making railway cmhanlnnonts and water 
conduits, and to wail for the fruits of their investment long and for n relatively 
low reward. 

Another part of this new demand for labour will come from the makers ol 
new and more expensive mnehinciy in aU hrauclics of production. For when 
it is said that machinery is substituted for lBl>onT,.th{s means that one class of 
lalionrcoiiihiucduith much .waiting is substituted for .nnoUior combined witli 
less waiting: and for this reason alone, it would be impossiblo to snlistitute 
capital for labour in gcucml, except indeed locafly k}* tho importation o( 
capital from other places. 
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But tlio question is of ^nlal importance to the members 
of that group. For, if tho change is an incrcjise of one-tenth 
in tiieir average efficiency, tlicn each ten of them will have 
ns high an aggregate income as each eleven of them would 
have if their numbers had increased by one-tenth, their 
clliciency remaining unchanged. 

3Chis jlfipcndencc-of-tlio-wngc-s -o£_each.group. of workers on 
-thminmbers and-cfBcicncy- of^otlieirs is a special case of the 
general rule that the environment (or Conjtincturn) plays a 
part at least coordinate with a man’s energy ami ability in 
go\'cruing tliat net product to which In's wages ever approxi- 
mate \mder the influence of competition. 

Tho net product to which the normal wages of any grouji 
of workers approximate, must bo estimated oji the assumption 
that production has been pushed to that limit at which the 
output can bo ju.st marketed witli normal profits, but not 
more : and it must bo estimated with reference to a worker of 
normal efficiency whose additional output repays the cmjdoyer 
with normal profits, but not more. (Something-must bo added 
to or subtracted from this net product to find the normal 
wages of a worker whoso efliciency is more or less than 
normal.) The time chosen must be one of normal prosperity ; 
and when tho supplies of diflerent kinds of labour are 
relatively appropriate. For instance if the building trade 
is exceptionally depressed, or exceptionally prosperous; or 
if its development is checked by an inadequate supply of 
bricklayers or carpenters, while the supply of other classes 
of building operatives is superabundant, then the occasion 
is one which does not afford a convenient opportunity for 
estimating the relations of net product to normal wages of 
either bricklayers or carpenters. 
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CHAPl’ER XII. 

'J’lIE INFLUEXCE OK PIIOGRES.S ON A'ALUE. 

1. Tin: field of employment -wliich any place offers for 

labour and capital depends firstly on its jiatural 
The field of ^ ‘ e J • 

employment ro.sourca't; secondly, on tlio~powor-~of luiTiing 
[abour'^' tliem-t-o-goocLivccounV'dcrived-from-its'progress 
in IcnowJedge^and in social.andinduRtriaborgani- 
zatioii ; and thirdly, on thc..acceRs that it has to markets in 
-which it can sell those things>of--which.it Jias.ji-supei*fluity. 
The importance of this last condition is often underrated; but 
it sf ands out prominently when we look at the histoiy of new 
countries. 

Tt is commonly said that wherever there is abundance of 
good land to be had free of rent, and the climat^ 
rich ?n new^^^ unhealthy, the real earnings of labour ami 

countries interest on capital must both be high. But’, 

good access to thi.« IS Only partially true. The eai-ly colonists of 
theOidWoridf America lived very haixU}’. Nature gave them 
wood and meat almost free : but they had very 
few of the comforts and luxuries of life. And even now there 
are, especially in South America and Africa, many places to 
which Nature has been abundantly generous, which are never- 
theless shunned by-laboui’-aiKL capital, _becjiusft tb^ have no 
i-eadv- communications, with the -rest „ol. the, world... On the 
other hand high rewards may be offered to capital and labour 
b}- a mining district in the midst of an alkaline desert, when 
once communications have been opened up with the outer 
world, or again by a trading centre on a barren sea-coast; 
though, if limited to their own i-esources, they could support 
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hut Ji scniiiy populatioti, unci that in .'ihjccfc poverty. And tlio 
Kplondid niarkcLs vliich the Old AVorld has ofl’ered to the 
product.s of the New, since the gmwth of stoani-coininuni- 
cjition, have rendered North America and Austivdia the 
richest largo fields for the einplnymcnt of cajiital and labour 
that there have ever been. 

Bflt utter nil tliCL chief cJiusc of the moderii_prosperity-of 
new-countrics -lies -in-the-nmrket^ that llie old 

111. O'*’ countries 

worJd-oller.s, not.for.goods-dehvored on tho-apot, offer n m.irket 
hul-for protni«es-t.o-<loliveii.goodij„at„a. distent o°ftiirfuturcm- 
datc. A handfid of colonists having assumed comes of n new 
rights of porjicUnil properly in vast tracts of 
n'ch land, arc an.xiou.s to reap in their own generation its 
future fruits ; and ns they cannot do this directly, they do it 
indirectly, by .selling in return for the ready goods of tlie old 
world promises to pay much larger quantities of the goods 
that their own soil will produce in a future 
generation. .In onOL-fonu-or-another-thev-morl- ""quent' inOux 
gagQ_tlieir,now„propccty„to-the. old world, at 
a .veiy. .high rate of interest. Englishmen and 
others, who have accumulated the means of pre.sent enjoy- 
ment, Im-steu to barter them for larger promises in the future 
than they cjin get at home: -a vast atream of ciipital (lows 
to _tho-new"Coimtry, .’md~it^ .■nTiraV thero-raises-thc-ratc. ot 
wages. verj'iiigh. The new capital iiltors but slowly towards 
the outlying districts : it is so scarce there, and so numy 
per-sons are eager to have it, that it has often comniandod for a 
long time two per cent, a month, from which it has fallen by 
gradual stages dowji to six, or perhaps even five per cent., a 
year. 

For the settlers being full of enterprise, and seeing their 
way to acquiring private title-<leeds to property nominal 

that will .shortlj' bo of great value, are eager to wages very 
become independent undertakers, and if possible 
employers of others ; so A?ag4£amcrs_haxo. to-be nttractcd.by., 
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higli -Mages, M-hicli are paid in a-greair-ineasux:c_Oi't_Qi Jjie.com- 
moclities borrowed from the old -world on- mortgages, or in 
other M'ays. It is, howoveiYdiflicult "to estimatc-cxactly-tliG-real 
rate of .wages in oailyiiig|jartK-of-no\v-couiitrics. The workei-s 
arc picked men M'ith a natural bias towards adventure ; hardy, 
resolute, and enterprising; men in the prime of life, Avho do 
not knoM- xvhat illness is; and the strain of one kind and 
another M’hich they go through, is more than the average 
English, and much more than the avci-agc European labourer 
could sustain. There are no jioor among th6m, because there 
are none who are weak ; if anyone becomes ailing, he is forced 
to retire to some more thickly-peopled place where there is 
less to be earned, but where also a quieter and less straining 
life is possible. Their earnings are’ very high if reckoned in 
money ; but they have to buy at veiy high prices, or altogether 
dispense with, many of the comforts and luxuries which they 
M’ould have obtained freely, or at lo\v prices, if they had lived 
in more settled places. It is however _true_that .manjvof 
thesc“thi-ngs-are -of-but-little-rcal -utility., and ca n3e-G<asily 
foregone, -where no one lias them-and.nOL-On c cx pects-them. 
jiVs population increases, the- best .situations -being -already 

occupied, natui-e -gives -generallj'- less.. return of 
on th^gh^the produce -to the marginal effort of. the- cultb 

Law of Di- vators ; -and-this-tends.a .little . to lower xvage-s. 
minishing Re- . . , t at • 

turn may not But even in agriculture the Law of Increasing 

Return is constantly contending Avith that of 

Diminishing Return, and many of the lands 
Avhicli Avere neglected at first, give a generous response to 
careful cuItiA-ation ; and meaiiAvliile the development of roads 
and railroads, and the groAVth of A'aried markets and A-aried 
industries, render possible innumerable economies in pro- 
duction. Thus the actions of the LaAvs of Increasing and 
Dimmishing Return appear pretty Avell balanced, sometimes 
the one, sometimes the other being the strongei-. There is 
no reason so far AA-hy the Avages of labour (of a given cflici- 
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ency) sliould fall. For if, taking one thing with another, the 
Law of Production is that of Constant Betuni, there will be 
no change in the rewal’d to be dmded between a dose of 
capital and labour ; that is, between capital and labour work- 
ing together in the same proportions as before. And, . s i nee - 
the-ratc-of-interest-has.fallen, the share wliich capital takes-of 
tjxis-stationary. joint i-oward is -less-than,before.;-and_tlierefoi’e 
the amount of it remaining for-labour is-greater'. 

But whether the Law of production of commodities be 
one of Constant Return or not, that of the pro- , „ 

. t*'® influx of 

duction of new title-deeds to land is one of capital be- 
rapidly Diminisning Return. The.. influx- of tivTiy* slower 
jforeign capital, -though perhaps as.great.as ever,- andwagestend 
becomes.-less in proportion-to-the-population ; ° • 

wages are no longer paid largely with commodities borrowed 
from the old world : and this is the chief reason of the sub- 
sequent fall in Real Efiiciency wages ; that is, in the neces- 
saries, comforts and luxuries of life which can be earned by 
work of a given efficiency. But there are two other causes 
tending to lower average daily wages measured in money. 
The first is, that as the comforts and luxuries of civilization 
increase, the aimrage efficiency of labour is lowered by the 
influx of immigrants of a less sturdy character than the earlier 
settlers. , And the second is, that many of these new comforts 
and luxuries do not enter directly into money wage, but are 
an addition to it^ 

1 Of course the aggregate share of capital may have increased. For 
instance, while labour has doubled capital may have cpiadruplcd, and the rate 
of interest may be two-tbirds of what it was ; and then, though each dose of 
capital gets a lower reword by one-third, and leaves for labour a larger 
share of the joint product of a dose of capital and labour, the aggi-ogate share 
of capital will have risen in the ratio of eight to three. Much of the argument 
of Mr Henry George’s Progress and Poverty is vitiated by his having over- 
looked this distinction. 

- We took account of them when arriving at the conclusion that the action 
of the Law of Increasing Return would on the whole countervail tliat of 
Diminishing Return ; and wc ought to count them in at their full value when 
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§ 2. Tlie influence -which access to distant markets exerts 
oTi the growth of the National Dividend h.-is ])een conspicu- 
ous in tlie history of JEngland-also, 

For more than a hundred years she has pursued with 
energy those manufaetui-ing industries which 
Increasing Return to increasing capital 
manufactures and lahoui'. She -has exported goods that' aro- 
obey the Law made tho -inorc easily, tlie larger the scale on 
Return 5 vhicli.they.are produced, in exchange for some. 

raw produce that could not he easily -raised in 
her -own ■ climate,- and .for. some grain and Jtneat .5vhich. she 
could not have produced, for herself,- except by a cu ltivation 
of her laud so intensive as to call,.the.,.La5v:..of JDiminishing' 
Return strongly into operation. For a long time her e,xports 
met with little effective competition. But as the century 
wore on, other nations developed their manufactures, and 
Englishmen are no longer able to get in return 
ahy 'losMier*' fob suy, a bale of calico as much of the products 
poly"'*' of backAvai-d countries as before. At one time 

they could get for the calico nearly as much as 
would ha5'e the same cost of production in that backward 
countiy as a similar bale ; and everj' improvement in England's 
arts of manufacture 5vould ha5'e increased considei-ably the 
amount of foreign goods she could have brought back in 
return for the product of a gii'en quantity of 
but little so far laboui’ and capital. But no5v e5’^ciy iin- 

asforeign trade pro5"ement in manufacture spreads itself quickly 
IS concerned ^ i i 

from improve- over the Western world, and causes additional 

iTfacturT. of cotton to be offered to backward coun- 
tries at a cheaper and still cheaper rate, ^-hose— ^ 

tracing the changes in Beal wages. Many historians have compared wages at 
different epochs with exclusive reference to those things which have alwaj's 
heen in common consumption. But from the nature of the case, it is just 
these things to which the Law of Diminishing Betuni applies; and which tend 
to become scarce as population increase!;. Tho view thus got is one-sided and 
misleading in its general effect. 
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countries gain much, ^vllile England herself gains hut little 
fi'om-the-improvement and.the-cheapening-of tliu manufacture 
of the -goods, that .she sends them. 

And she fares even worse with the goods that she sends to 
other manufacturing countries and especially to America. 
Tho-amount -of-wheat which can be bought'iii lUinois-with-a 
ton of steel eannot-be moi-e-than the pcoduce of, as much 
capitaLandJabour as would -make-a ton-of-steel-in-Illinois by 
the hew..-processes ; and therefore it has fallen in the same 
proportion as the efSciency of English and American labour 
in making steel has increased. It is for this reason, as well 
as because of the hea%'y tariffs levied on her goods by many 
countries, that in spite of England’s large trade, the progress 
of invention in the manufacturing ai-ts has added less than 
might have been otherwise expected to her real National 
Income or Di^ddend. 

It is no slight gain that she can make cheaply clothes 
and furniture and other commodities for her own use: but 
those improvements in the arts of manufacture which she 
has shared with other nations, have not directly increased 
the amount of raw produce which she can obtain from other 
countries ■with the product of a given quantity of her own 
capital and labour. Probably ‘nibre'than-three-foui'ths of-the 
whole berTefit sue has derived-from^the .progress .of... manu- 
facture during - the -present -century- -has been But she gains 
through its indirect influences in lowering the tnvch from the 
cost of .transport of men and goods,-of-.water. and ^n'spTrt"of°*^ 
light, -of electricity and news.; for the dominant 
economic fact of our own age is the development not of 
the Manufacturing, but of the Transport industries. It 
is these that are growing most rapidly in aggregate volume 
and in individual power, and which are giving rise to 
most anxious questions as to the tendencies of large capitals 
to turn the forces of economic freedom to the destruction 
of that freedom : but, on the other hand, it is they also which 
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have clone by far the most towards increasing England’s 
wealth. 

One effect of this cheapening of transport has been that, 
while a centuiy ago the goods Avhich England gained by 
foreign trade were chiefly the luxuries of the well-to-do, they 
now consist largety of bulky commodities and especially wheat 
and other kinds of simple food. And thus 
^ld*^especlaiiy although England’s gains from her foreign trade 
commo^foo/*^ have been increasing quite in ‘ prol 

portion to the great increase -in its volume, the 
additions which it has made to the real purchasing power ot 
the wages of the woi’king classes have been very great and 
constantly increasing. 

§ 3. The influence, which the improvement of the means 
Influence of transport has exerted in this 

progress on the direction, has been aided by two great changes, 
cTfsome leading The first is the adoption of Free Trade in the 
commodities : middle of this century ; and the second is the 
VIZ. gram, subsequent development of the Mississippi valley 
and the Far West of America, which are especially suited for 
growing the grain and the meat, that constitute the chief 
food of the English working man. 

The only parts of America that were thickly peopled fifty 
years ago were ill-suited for growing wheat; and the cost of 
carrying it great distances by land was proliibitive. The 
labour value of wheat — ^that is the amount of labour which will 
purchase a peck of ■wheat — was then at its highest point, and 
now is at its lowest. It would appear that agricultural wages 
have been generally below a peck of wheat a day ; but that 
in the first half of the eighteenth century they were about a 
peck, in the fifteenth a peck and a half or perhaps a little 
more, while now they are two or three pecks'. 

1 Eogers’ estimates for tlie Middle Ages are higher: but he seems to have 
taken the wages of the more favoured part of the population as representative 
of the whole. In the Middle Ages, even after a fairly good harvest, the 
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It> i.s true that, avJiere populatioit is very sparse, nature- 
supplies grass and therefore animal food almost 
grMiis; and in South America beggars pursue 
their- calling-omhorseback. During the Jliddle Ages however 
the population of England was always dense enough to give 
a considerable labour value to meat, though it was of poor 
quality'. A century ago very little meat was eaten by the 
working classes ; while now, though its price is a little higher 
than it was then, they probably consume more of it, on the 
average, than at any other time in English history. 

Turning next to the rent of house room, we find that 
ground-rents in towns have risen, both extensively 
and intensively. For an increasing part of the 
population is living in houses on which ground-rents at an 
urban scale have to be paid, and that scale is rising. JJui 
iouse-rent-propex, that is what-remains-of-the-total-rent.after 
deducting the full rental value- of the ground, is probably 
little, if at all, higher-tlian at any pi'evious time for similar 
accommodation.;..for the rate of profits on the turnover which 
is earned by capital engaged in building is now low, and the 
labour cost of building materials has not much altered. And 
it must be x-emembered that those who pay the high town 
rents get in return the amusements and other advantages of 
modem town life, which many of them would not be willing 
to forego for the sake of a much greater gain than their total 
I’ent. 


svheat was of a lower quality than the ordinary wheat of to-day ; while after 
a bad harvest much of it was so musty that now-a-days it would not be eaten 
at all; and the wheat seldom became bread without paying a high monopoly 
charge to the mill belonging to the lord of the manor. 

■ t For cattle, though only about a fifth as heavy as now, had very large 
frames: their flesh was chiefly in those parts from which the coarsest joints 
come ; and since they were nearly starved in the winter and fed up qnichly on 
the summer grass, the meat contained a large percentage of water, and lost a 
great part of its weight in cooking. At the end of the summer they were 
slaughtered and salted: and salt was dear. Even the well-to-do scarcely 
tasted fresh meat during the winter. 
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The labour vahie of wood, thougli lower than at the 
beginning of the centuiy, is higher than in the Middle Ages : 
but that of mud, brick or stone walls has not much changed ; 
while that of iron — to say nothing of glass — has fallen much. 

And indeed the popular belief that house rent proper has 
risen, appeal's to be due to an imperfect acquaintance with 
the way in which our forefathers were really housed. The 
modern suburban ai-tisan’s cottage contains sleeping accom- 
modation far superior to that of the genti-j'^ in the Middle 
Ages ; and the working classes had then no other beds than 
loose straw, reeking -with vermin, and resting on damp mud 
floors. But even these were probably less unwholesome, 
when bare and shared between human beings and live stock, 
than when an attempt at respectability covered them with 
rushes, which were nearly always vile with long accumulated 
refuse. It is undeniable •that the-housing-of-the''v'ei’y poorest 
classes in our towns now is destructive both -of body. and 
soul : and_ that with -our j>resent Jcnowledge-and"resources_we. 
have neither, cause nor- -excuse -for . allowing.. it..to_con,tinue:* 
And it is true that in earlier times bad housing was in so far 
a less evil than now, as those who were badly housed by night 
had abundant fresh air by day. But a long series of records, 
ending with the evidence of Lord Shaftesbury and others 
before the recent Commission on the Housing of the Poor, 
establishes the fact that all the horrors of the worst dens of 
modern London had their counterpart in worse horrors of the 
lairs of the lowest stratum of society in every previous age. 

Puel, like grass, is often a free gift of nature to a sparee 
population; and during the Middle Ages the 
cottagers could generall}', though not always, get 
the little brushwood fire needed to keep them warm as they 
huddled together round it in huts which had no chimney 
through which the heat could go to waste. But_as-populntion 
increased-the-scar.city_of_fuel_pr.essed,heavily-on'the'Avorking 
clas.<?es,. and ..would ,have.arrestedEngland!s-prQgress.altogether, 
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liad noh coal been ready to take tbe„plaee-of-wjood,as_fueJ_fpr 
domestic purpose;?, as welLas. for smeltingjrpn. It is now so 
cheap that even the comparatively poor can keep themselves 
wann indoors without living in an unwholesome and stupefy- 
ing atmosphere. 

This is one of tlie great services that coal has wrought 
for modern civilization. Another is to provide )otj, n 
cheap junder-clothing, without which cleanliness 
is impossible for the masses of the people in a cold climate : 
and that is periiaps the chief of the benefits that England has 
gained from the direct application of machinery to making 
commodities for her own use. Another, and not less im- 
portant service, is to provide nbundant 'ffiater, 
even in large towns'; and another to supply, * 
with the aid of mineral oil, that cheap and ai-tificial light, 
which is needed not only for some of man’s -work, 
but, what is of higher moment, for the good use of 
his evening leisure. To this group of requisites for a civilized 
life, -derived from coal on the one hand, and modern means of 
transport on the other, we must add, as has just been noticed, 
the cheap and tliorough-meaiis of communication news and 
of news-and thought by steam presses, by steam- travel, 
carried lettem and-steam made facUities f 9 c.tray.el. 

§ 4. We. haye seen that the National Dividend— is~at- 
once the aggregate net product of, and-the..sole influence 
source of payment for, ah the .agents~of— pro- of progress on 
duction within the country;, that the largerjtjsr-the ’ThieT a- 
tha larger, other tilings being equal, .vill-be-the 
share of each agent of production, andAhat-an 
increase in the-supply of anv agent will generally lo.w,er its 
.price, to-tlie benefit of other agents. 

1 Primitive appliances will bring water from high ground to a few public 
fountains, but the omnipresent water supply which both in its coming and its 
going performs essential services for cleanliness and sanitation, would be im- 
possible ivitliont coaj-tjriven steanj-pnmps and coal-made iron pipes. 
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Thid general principle is specially applicable <o the case 
it has come- land. All increase in the amount or pro- 

times lowered ductivcno-'is of the land that supplies any market 
the value of . . , , 

Eniiiish acri- rodounds 111 the nr.st instance to the oeneiit of 
cultural land, cajlitali.sts and workens who are in pos- 

session of other agents of production for the .same market. 
And the influence on v.-dues which has been exerted in the 
modern age by the new means of transport is nowhei'e so 
conspicuous as in the history of land; jts vnlue rises with 
every, improvement 'in its -communiciitions ,with, markets in 
which iJ:s_pi'oducc -can-be -sold,-an(Lits. V 4 due -falls-witli-every 
new access- to its own- markets. of ..produce~from. more distant 
places. 

But-anythiiig.,tbat. promotes the prosperity_o£_tbe_people 

promotes -also. in .the iong run that of -the land- 
cui\u?ai°and'' Soil. ■ It is truc that English rents 

urban land j-y^o very fast when, at the beginning of tliis 
t.aken together. •' . „ , , , . , i 

centuiy, a senes of l>ad Jiarvests struck down a 
people that could not import their food ; but a rise so caused 
could not from the nature of the case have gone very much 
further. And the adoption of free trade in corn in the middle 
of the century, followed by the expansion of Amei’ican wheat- 
fields, is rapidly raising the real value of the land urban and 
rural taken together; that is, it is raising the amount of the 
necessaries, comforts and luxuries of life which can bo pui'- 
cliased by tlie aggregate rental of all the landowners urban 
and rural taken together'. 

1 It seems that tlio ngricnltnrnl (inoncj-) rent of Englaud doubled between 
1795 and 1815, and then fell by a third till 1822 ; after that time it has been 
altcnratcly rising and falling; and it is now about 45 or 50 iniilions as against 
50 or 55 millions about Ibo year 1873, when it was at its highest. It was 
about 30 millions in 1810, IG millions in 1770, and 6 millions in ICOO. But the 
rental of m-ban land in England is now ralbcr greater than the rent of 
agricultur.al land ; and in order to estimate tho full gain of the landlords from 
the cximusion of poimlntion and general progress, wo must reckon in the 
values of the land on which there arc now railroads, mines, docks, itc. Taken 
all together, the money rental of England’s soil i.s probably twice as high, and 
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§ 0 . Political Ai'ithmetic may be said to have begun in 
England in the seventeenth century j and from 
that time onwards we find a constant and nearly incrcas(fd'the^ 
steady increase in the amount of accumulated 
wealtli per head of tlie population. 

-Tliis-inei-easc-of-cjipital- per-head..tended-to <liininish its 
marginal utilitj', and thercforeiihc rat e-of -interest andhasiowcr- 

on new investmente: but not-unifonnly,— because propor- 

. .1 tionatc thouEh 

there were meanwhile great vanations in-the notitstotaiin- 
demand-for-capitnl,— both-for-politicaLand military 
and for industrial puqioscs. Thus the rate of interest which 
was vaguely reported to bo 10 per cent, during a great part 
of the Jliddlo Ages, had sunk to 3 per cent, in the earlier 
half of the eighteenth century ; but the immense industrial 
and political demand for capital raised it again, and it was 
relatively high during the gi-eat war. It fell ns soon as the 
political drain had ceased ; but it rose again in the middle of 
this century, when railways and the development of the 
Western States of America and of Australia made a great 
new demand for capital. These new demands have not 
slackened; but the rate of intci-cst is again falling fast, in 
consequence of the great recent accumulations of wealth in 
England, on the Continent, and above all in America. 

§ 6. The growth of general enlightenment and of a sense 
of responsibility towards the young has turned a 
great deal of the increasing wealth of the nation lative fail in 
from investment as Material capital to invest- traincd'abnuy*^ 
ment as Pei-sonal capital. There has resultetl a 
largely„increased supply of trained abilities, -which has much 
increased tire National DivideiRi, and raised the-average 
income of the wjiole-people but it has taken away from these 


its Real rental tUreo or four times as bigh, as it was when tbe corn laws were 
repealed. 

Progress may lower tbe value of tho appliances of production, when this 
can bo separated from that of tbeir sites ; but not of sueb tbbigs as railways, 
when tbe value of tbeir sites is reckoned in. See Princijtlea VI. xn. 7. 
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trained abilities mncb of that .scarcity value which they used 
to possess, and has lowered their earnings not indeed absolute- 
ly, but relatively to the general advance; and it has caused 
many occupations, which not long ago were accounted slcillcd, 
and which are still spoken of as skilled, to rank with unskilled 
labour as regards wages. 

A striking instance is that of writing. It is true that 
many kinds of office work require a rare combination of high 
mental and moral qualities ; but almost any one can be easily 
taught to do the work of a copying clerk, and probably there 
will soon be few men or women in England who cannot write 
fairly well. When all. can .writc,.tho' work-of - copying, -which 
used to .earn-higher wages -than -almost any kind -of manual 
labour, will rank among unskilled trades'. 

Again, n new branch of_.industry-is-often-difficult-simplyi. 

because it-is-unfamiliar; and men of great force 
^id^'nd^fami- f^^d skill are required to do work, which can bo 
liar skilled oc- done b3' mcn of ordinaiw capacity or even by 
to fall relative- Women and children, when the track has once 
new" beaten ; its wages are high at firet, 

but they fall as it becomes familiar. And this 
has caused the rise of average wages to be undei’rated, because 
it so happens that manj' of the statistics, which seem typical 
of general movements of wuges, are taken from trades which 
were comparatively new a generation or two ago, and are 
now within the grasp of men of much less real ability than 
those who pioneered the way for them-. 

J In fact the Letter kinds of artisan work educate a man more, and -will be 
better paid tlian those kinds of clei-k’s work which call for neither judgment 
nor responsibility. And, os n rule, the best thing that an artisan can do for 
his son is to bring him up to do thoroughly the work that lies at his hand, so 
that he may understand the mechanical, chemical or other scientific principles 
that bear upon it; and may enter into tho spirit of any new improvement that 
may be made in it. If his son should prove to hftyo_gePil natural abilities, he 
is far more likely to xiso to a high position in the -worldJrom tho bench of an 
artisan than from tlio desk of a. clerk. 

- Comp. Book IV. Ch. vi. g§ 1, 2; and Ch. ix. ©specially § 3. As the trade 
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Tlie consequence of such changes as these is to increase 
the number of those employed in occupations ■which are 
called skilled, whether the term is now properly applied or 
not ; and this constant increase in the numbers of workers in 
the higlier classes of trades has caused the average of all 
labour to rise much faster than the average of representative 
wages in each trade'. 

In the middle ages, though some men of great ability 
remained artisans all their lives, and became artists ; yet as 
a class the artisans ranked more nearly with the 
unskilled labourers than they do now. At the 
beginning of the new industrial era a hundred 
years ago the artisans had lost much of their old artistic 
traditions and had not yet acquired that technical command 
over their instruments, that certainty and facility in the exact 
performance of difBcult tasks which belong to the modern 
skilled artisan; and observers early in this centur}' were 
struck by the social gulf that was being opened out in their 

l)rogi-esscs, improvements in machinery are sure to lighten the strain of ac- 
complishing any given task; and therefore to lower task wages rapidly. But 
meanwhile the pace of the machinery, and the quantity of it put under the charge 
of each woricer, may ho increased so much that the total strain involved in tho 
day’s work is greater than before. On this subject emplo 3 ‘ers and employed 
frequently differ. It is for instance certain that Time wages have risen in the 
to.vtile trades; but the employes aver, in contradiction to the employers, that 
the strain imposed on them has increased more than in proportion ; that is, 
that Efficiency-wages have fallen. In this controversy wages have been 
estimated in money; but when account is taken of the increase in tho 
purchasing power of money there is no doubt that Real Efficiency- wages have 

r This may ho made clearer by on example. If there are 500 men in grade 
A earning 12a. a week, 400 in grade B earning 25s. and 100 in grade C earning 
40s. the average wages of the 1000 men ore 20s. If after a time 300 from grade 
A have passed on to grade B, and 300 from grade B to grade C, the wages in 
each grade remaining stationary, then the average wages of the whole 
thousand men will he about 28s. Bd. And even if the rate of wages in each 
grade had meanwhile fallen 10 per cent., tho overage wages of all would still 
he about 25s. Cd., that is ■would have risen more than 25 per cent. Neglect 
of such facts ns these, ns Mr Giffen has pointed out, is apt to cause gi-eat 
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own generation between the artisan and the unskilled labourer. 

^ This social change was a consequence partly of 

to those of un- the increase of the wages of the artisan, which 
at th^^beghT/ about double those of the unskilled 

ning of the labourer ; and partly of the same cause that 
century. Secured him his high wages, that is the great 

increase in the demand for highly skilled labour, especially in 
the metal trades, and the consequent rapid absorption of the 
strongest characters among the labourers and their children 
into the ranks of the artisans; for the breaking down, just 
at that time, of the old exclusiveness of the artisans, had made 
them less than before an aristocracy by birth and more than 
but now that aristocracy by Avorth. But about a 

tendency is re- generation ago, as lias just been explained, some 

° ■ of the simpler forms of skilled trades began to 

lose their scarcity value, as their novelty Avore off ; and at the 
same time continually increasing demands began to be made 
on the ability of those in some trades, that are traditionally 
ranked as unskilled. The navvy for instance, and even the 
agricultural labourer, have often to be trusted Avith expensive 
and complicated machinery, Avhich a little Avhile ago Avas 
thought to belong only to the skilled trades, and the Keal 
Avages of these tAvo representative occupations are rising 
fast'. 

Again, there -are-some-skilled-and-responsible^occupations, 
such„as those of the head'heaters,.an(l.rollers,.in jron-Avorks, 
Avhich. require great-..physicaUBtrength,..and_invDLve- -much_, 
discomfort ; and in them'-wages_ji^_yjery_high. For the 


1 The rise of wages of agricnltnral labourers would be more striking than 
it is, did not tbe spread of modem notions to agricultural districts cause many 
of tbe ablest cbildreu bom there to leave the fields for the railway or the 
workshop, to become policemen, or to act as carters or porters in towns. 
Perhaps there is no stronger evidence of the benefits of modem education and 
economic progress than the fact that those who are left behind in the fields, 
though having less than an average share of natural abilities, are yet able to 
earn much higher Beal wages tlian their fathers. 
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temper of the age makes those who can do higli class work, 
and can earn good wages easily, refuse to undergo hardship, 
except for a very high reward. 

§ 7. Wo may next consider the changes in the relative 
wages of old and young men, of women and children. 

JChe-.condibions of industry change so fast that long cjqie- 
rienco-is~in some trnde.s almost, a disadvantage, _ 
and irLiuany it is.of-fardes3~valuo-thau..a,quick- lativc fan in 
ness in taking.hold of new ideas aiid..adapting 
one’s-habits'-to'mew'conditions. In these trades 
an elderly man finds it difficult to get employment except 
when trade is brisk, at all events if he is a member of a 
union which will-*not-allow-him-to"work~for Jess than the full 
wage^f-the„di.itrjct. In any case he is likely to earn less 
after he is fifty years old than before he is thirty ; and the 
knowledge of this is tempting artisans to follow the example 
of unskilled labourers, whoso natural inclination to marry 
early has always been encouraged by the desire that their 
family expenses may begin to fall off before their own wages 
begin to shrink. Trades-unions are afraid that abuses might 
creep in if they allowed men “with grey hairs” to compete 
for employment at less than full wages •, but many of them 
are coming to see that it is to their own interest, as it 
certainly is to that of the community, that such men should 
not be forced to be idle, 

A second and even more .injurious tendency of the same 
kind is— that the wages~of— children— to-rise ^ 

^latively to -those of their parents. Maebinei’y the wages of 
Jias displaced imsay men. but not many boys ; 
the customary restrictions which excluded them from some 
trades are giving way ; .and these change.s, together with the 
spread of education, while doing good in almost every other 
direction, are doing harm in this that they are enabling boys, 
and even girls, to set their parents at defiance and start in 
life on their own account. 



342 


BOOK VI. GH. XII. ^ 7 — 9. 

Tlie. wages of women are for similar reasons rising fast 
^ , relatively to those of men. And this is a great 

and of women. . , _ . i . i ^ t . 

gain in so far as it tends to develop then’ 
faculties ; hut an injury in .so.faivas_it tempts them to neglect 
their duty- of- buililing.up'a'truC"home, anu of investing their 
efforts in the Personal, capital of their-children’s. character and 
abilities.. 

§ 8. The relative fall in the incomes to be earned by 
moderate ability, however carefully trained, is 
If excepTionai accentuated by the rise in those that are obtained 
cenius arc ris- ]jy many men of extraordinary ability. There 
never was a time at which moderately good oil 
paintings sold more cheaply than now, and there never was a 
time at which fii-st-rate paintings sold so dearly. A business 
man of ai'erage ability and average good fort-une gets now a 
lower rate of profits on his capital than at any previous time ; 
while yet the operations, in which a man exceptionally 
favoured by genius and good luck can take part, arc so 
extensive as to enable him to amass a huge fortune with a 
rapidity hitherto unknouTi. 

The causes of this change are chiefly two ; firstly, . the 
geneml . gi:ow.th . of .jwealth ; and secondly, the 
two^auses development of new facilities for communication, 
by which men, who have once attained a com- 
manding position, are enabled to apply their constructive or 
speculative genius to undertakings vaster, and extending over 
a wider area, than ever before. 

It is the first cause, almost alone, that enables someJjaj-- 
of which one .lustei’s to command very high fees ; for a rich 

acts almost a- client whose reputation, or fortune, or both, are 
lone on profes- ' 

sionai in- at Stake will scarcely count any price too high to 

comes, fjecure the services of the best man he can get : 

and it is this again that enables jockeys and painters and 
musicians of exceptional ability to get very high prices. In 
all these occupations the highest incomes earned in our own 
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generation are the highest that the world has yet seen. But 
so long as the number of persons who can bo reached by a 
human voice is strictly limited, it is not very likely that any 
singer will make an advance on the £1 0,000, said to have been 
earned in a season by ISIrs Billington at the beginning of this 
centuiy, nearly ns great ns that which the business leaders 
of the present generation have made on those of the last. 

For the two causes have co-operated to put enormous 
))ower and wealth in the hands of those busine.ss 
men of our own generation who have had firet- funy ^yjth re- 
late geniu.s, and have been favoured by fortune, card to busi- 
mi • • . .A . . "'ss incomes, 

iliis IS most conspicuous m America, where 

soveml men who began life poor, have amassed more than 
£10,000,000 each. It is true that a grc.at part of these gains 
have come, in some cases, from the wrecks of the rival 
speculators who had been worsted in the race. But in others, 
as for instance, that of the late !Mr Vanderbilt, they wore 
earned mainly by the supreme economizing force of a great 
constructive genius working at a new and largo problem with 
a free hand : and Mr Vanderfidt prob ably saved to the people 
of tlio Irnited'Statcs.moEo.than-hc'aceumulatcd-himself. 

§ 9. But these fortunes are exceptional. IEhe_£iillil5ion 
of-knowledg5, tlio nnp’Crmirciilt Sf education, the. progress is fast 
growth-of— prudent-habits-ainong the massea_o£ improving the 
the. people, Jind-the -opportunities-whioh-tlie-new the great body 
.methods of business-ofler-for-tho-safeduxestment 
of-.smalLcapitals-: — all-thesc-forccs are tolling.on 
the_aide_of— the-poorcr'classes--aS'a- whole ■relativel3’'..to the 
r idle r. The returns of the income tax and the house tax, the 
statistics of consumption of commodities, the records of 
salaries paid to the higher and the lower ranks of servants 
of Government and public companies, tend in the same 
direction, and indicate that middle -class .^incomes are .in- 
creasing-faster~than -those-oL.the„ricK.; that the., earnings, of- 
artisans_aEe_increasing..faster-.than-those-of~the_pEofessional 
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chvssop, niul that thc.-\vnges-o£Jiealt.hy_and-A'igQrQiw_,tm^]cil]rcl 
labouroi K ni'c incrPnaing faster evcn'thnn-thopo of. thp avcnige 
arlisan'. 

It must hfi uflmiUcd that a rise in wages would lose jiart 
The incon- t)f its bcnclit, if it Were accompanied by an in- 

'■‘‘"'f'cy of ein- crease in the time .spent in enforced idlcne.ss. 
ploymcnl in , , ' . .i i 

modem in- Ijiconstancy of employment is a great cnl, and 
to” b? cLipRc- rightly -attracts public attention, J3ut .several 
rntcii. causes combine to make it appear to be greater 

than it really is. 

'When a largo factoiy goes on half time, rumour bruit.s 
the news over the whole neighbourhood, and perhaji.s the 
ncw.spapors spread it all over the country. But few jieople 
know when an independent workman, or even a small em- 
ployer, gets only a few day.s’ work in a month; and in conse- 
quence whatever suspensions of industry there are in modem 
times, are apt to seem more important than they are relatively 
to those of earlier times. Tn earlier times some labourers 
were hired by the year; but they were not free, and were 
kept to their work by jiersonal chastisement. There is no 
good cause for thinking that the medi:eval artisan had con- 
stant employment. And the most pci-sislently inconstant 
einjiloyment now to be found in I'lurope is in those non- 
agricultural industries of the '^^’est which are most nearly 
incdinival in their methods, and in those industries of Eastern 
and Southern Europe in which mcdiajval traditions are 
strongest. 

In many directions there is a steady increase in the pro- 
portion of employes who are practicjilly hired by the year. 

* A "rent body of statistics relating to nearly nil civilized conntrics, and 
nnifornily tending in this direction is coiitniiicd in M. Leroy Hcaulicu’.s Exfai 
.oir la rlimrtilion lies Jtiehesses, et sur la tendance a une moindre iiu'ijalite des 
coudittons, 18S1. Mr Qoschen’s Addre.ss to tlio' Koynl Statistical Societj- in 
1SS7 on The increase of moderate incomes points tlie same way; and above all 
.‘•o do the very careful and iiistnictivc studies of wago statistics made hr 
Mr Gitlen in bis private and in Ins oflicinl en'nnnifv 
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This is foi* instance the general rule in many of those trades 
connected with Transport which are gro%ving fastest, and are 
the representative industries of the second half of the nine- 
teenth century, as the manufacturing trades were of the first 
half. And though the rapidity of invention, the fickleness 
of fashion, and above all the instability of Credit, do certainly 
introduce disturbing elements into modern industry ; yet, as 
we shall see presently, other influences are working strongly 
in the opposite direction, and Jiliere~seems_t o. be no good- 
reason-for thinking.„that .inconstancy 'of employment..is in- 
cueasing.on-the*whole. ■ 

"We have not yet reached the stage at which we can 
profitably study either the general influence of economic pro- 
gress on human well-being, or the policy by which that 
influence may best be directed. But one special aspect of 
this study, regarding the correlated standards of life and 
work, has so intimate a connection with the subjects of this 
chapter, that something may with advantage be said about 
it before closing this volume : and it may conveniently be 
combined with a short study of trade-unions and especially 
the influence on progress exerted by the “Common Rule” 
of trade-union action. 
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CHAPTER Xm. 

riioonEss in jielation to standards of lifi:. 

§ 1. Lirr US liogiu b)* pursuing n littlo further tlio lino of 
Actlvitlea and thought on which we Rlnrtcd in Rook JIT., when 
wants. considering wants in relation to activities. We 

there saw reasons for thinking that the Imp .^key.note^of 
economic progress is tlio development o£>jiew~acLivitics.rnihcr . 
than .of -now- wants ; and we may now make some study of a 
question that is of special urgcnc}* in our own generation; 
vis. — what Jh the connection- between changes Jn the mnnner 
of living and -the ratc-of'-carning.sj Jiowifar.is .citlicr_to.Dc 
regardc/1 us the cauae-of thu-othor,-and how far ns the efli'ct? 

The term the ftnndard of life is here tnken->tojnpnii,tlio 
standard of activities .ndjusterl to -wants. Thus 
stondard of standard of life impli&s an incrc:isc 

the Mandat intelligence and energy and self-respect ; lending 
ofactivJtiea to more care and judgment in expenditure, and 
wants.'"**** avoidance of food and drink that gratify 

the appetite but afford no sti*cngth, and of ways 
of living that are unwholesome physically and morally. A rise 
iu the standard of life for the whole population will much 
incro.xsc the national dividond, and the share of it which 
accrues to each grade and to each trade. A., rise in ..the 
standard of life for any one trade or. grade jwilLiaiso -their 
efficiency and theroforc tlicir pwn real wages-: it will increase 
the national dividend a little; and it will enable others to 
obtain their assistance at a cost somewhat less in proportion 
to its efficiency. 
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But many -vvi-iters have spoken of jthe-4nfliienco-exerted 
on-v'.agcsJiy a rise, notin the .standard, iat]iat_af 
^contforl ] — a term that may suggest a mere increase of arti- 
ficial Avants, among which perhaps the grosser wants may 
predominate. It is true that CA’cry broad improvement in the 
standard of comfort is likely to bring with it a better manner 
of living, and to open the way to now and higher actiAuties ; 
while people Avho have hitherto had neither the necessaries 
nor the decencies of life, can hardly fail to get some increase 
of vitality and energy from an increase of comfort, however 
gross and material the view which they may take of it. Thus 
.a. jise.. in ..the, standard -of comfort. .will, probably involve some 
riseiir the-standard-of-Hfe j-4Uid,in.,so far as tInsjs_thc_caso, 
it tends-to increase the national ,dividend.aiid.to.improve. the 
condition of the people. 

Some writers however of our own and of earlier times 
have gone further than this, and have implied that a mere 
increase of wants tends to raise w.ages. JJitt iho .only direct 
effect of an-increas6 of»wants is tojnake people more miserable 
.than ■ before. - And.if-we put* aside -its- possible -indir ect eff ec^b 
in .increasing, actiyities, and otherwise raising the standard 
of 'Iife, -it.,caa..raise_Avages only- by. diminishin"_jHic_supply 
of. labour. It will be well to go into this matter more 
closely. 

§ 2. It has already been noted that if population increased 
in high geometrical progression unmterruptvdl}' 
for many generations together in a country which wlfich Sndcr- 
could not import food easily, then the total pro- Jaw of wages 
duce of labour and capital, working on the 
resources provided by nature, would barely cover the cost 
of rearing and training each generation as it came.: this 
Avould be true even if we supposed that nearly tlie whole of 
the national dividend went to labour, scarcely any share being 
allotted the capitalist or landowner'. If the allowance fell 
1 See yi. n. 2, 3; nlso IV. ir. anil v.; and VI. ir. 
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bcloNv that level, the mtc of increase of the population must 
necessarily shrink; unless indeed the expenses of their nurture 
and rearing vrero curtailed, with a i-esulting lowering of 
efficiency, and therefore of the national dividend, and thcra- 
forc of earnings. 

But in fact the check to the rapid growth of population 
* -would probably come earlier, because the popuhi> 
tion at largo would not ho likely to limit its 
consumption to bare necessaries: some part of 
irnlemder * the family income would almost certainly he 
dWons'**"’ spent on gratifications -which contributed but 
little to the maintenance of life and efficiency. 
That is to say, .the maintenance of a .standard of-, comfort, 
raised more or less above that -which .wos-necessaryjfojc-life 
and efficiency, would necessarily involve a check to the growth 
of population at a rather earlier stage than would lia%’e been 
reached if family expenditure had been directed on the same 
principles ns is the expenditure on the nurture and training of 
horses or slaves. This analogy reaches further. 

Three necessaries for full effieien<gr— hope, freedom and 
change* — cannot easily bo brought -within the slave’s reach. 
But as a rule the shrewd slave-owner goes to some trouble and 
expense to promote rough musical and other entertainments, 
on the same principle that he provides medicines: for ex- 
perience shows that melancholy in a slave is as wasteful os 
disease, or as cinders that clog the furnace of a boiler. Now 
if the standard of comfort of the slaves were to rise in such 
a way that neither punishment nor the fear of death would 
make them work unless provided with expensive comforts and 
even luxuries, they would get those comforts and luxuries; 
or else they would disappear, in the same way as would a 
breed of horses that did not earn their keep. And if-it-were 
true that the real wages of.laboutu.M'erc-forced-down chiefly, 
by the difficulty of obtaining food, as.was-in-fact.the-case in- 
» SccII^v.4. 
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EnglancLa hundred y^earsjigoj then4ndeed-thc working-classes 
rniglifc_relieve themselyes_fcpjn, the pressure of- -Diminishing 
Eeliiirn by reducing their numbers. 

But the}' cannot do so now, because there is no such 
pressure. The opening of England’s ports, in but not in 

, 1846, was one among many cau-ses of the England now. 
development of railways connecting the vast agricultural 
lands of Nortli and South America and Australia witli tlie 
sea. Wheat grown under the most advantageous circum- 
stances is brought to the English working man in sufficient 
quantities for his family- at a total cost equal to but a small 
part of his wages. An increase in numbers gives many new 
opportunities for increased .efficiency of labour and capital 
workingjtogether to meet men’s wants ; and thus may raise 
wages in-one direction as much as it lowers them -iii-another ; ' 
.provided- only the stock of capital required for the new.-de- 
velonnients increases fast enough. -Of'^jourse the Englishman 
is .not unaffected by the law of.diminishing return : he cannot 
earn bis food with as little labour as if he were near spacious 
virgin prairies. But its cost to him, being now governed 
mainly by the supplies which come from new countries, 
would not he greatly affected either by an increase or by a 
diminution in the population of this country. If he can 
make his labour more efficient in producing things which 
can be exchanged for imported food, then he \vill get his 
food at less real cost to himself, whether the population of 
England grows fast or not. 

When the wheat-fields of the world are worked at their 
full power; or even earlier, if the free entry of food into 
England’s ports should ever be obstructed ; then indeed 3.n. 

Anerease.of-h6r-.population.jnay.Jower,.wages, or at all events 
check the rise that would otherwise have come from the 
continued improvement in the arts of production : and, in 
such a case rise in the standard of comfort may raise 
wages merely-by-stin ting- the, grojyth^of .numbers. 
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But, wliilo tho present good fortune of abundant jniporlcd 
Contra-.i be- attends on the Englisli pco})lc,ji._rjHC-iru their 

uveen ciianfrcs standard of . comfort could not increase tlieir 
and in nvcr.-ine wngcs,. merely by. its .action on. their .numbers, 
activities. further if it were obtained by niea.sures 

wliicli forced down the rate of profits on cajjital even further 
helow the level, which can he got in countries whicli have 
a greater power of uhsorhing cajiital than England li/is, it 
might both check accumulation in England, and li.astcn the 
exportation of capibil : and in Hint case wage.s in England 
would fall both absolutely, and relatively io the re.st of the 
world. If_on_the. other .haud.a rise in the standard-of comfort 
wont together with a, great, increa.se in elliciency-j- then — 
whether it were accompanied by an. increase in -numbcj'S or 
not — it would enlarge the national dividend „relatively._.to 
population, and esUablish a rise of real w’age.s on an. enduring 
basis. 

Thus a diminution by onc-tenth of the number of workers, 
eacli doing as much work as before, would not materially raise 
wages; and therefore a diminution by one-tenth in the amount 
of work done by each, the number remaining unchanged 
would lower wages in general by one-tenth. 

This argument is of cour.se consistent with the belief that 
Dependence coinpact group of workers can for a time raise 
ofwaceson their wagcs at the e.xpensc of the rest of the 
efficiency. community by making tlieir labour scarce. But 
such strategy seldom succeeds for more than a short time. 
However strong the anti-social obstacles wliich tliey erect 
against those who would like a share of their gains, inter- 
lopers find their w'ay in ; some over the obstacles, some under 
them, and some through them. Meanwhile invention is set • 
on foot to obtain in some otlier way, or from some other place, 
things of the production of which the compact group thought 
to have a partial monopoly; and, what is even more dangerous 
to them, new things are invented and brought into general 
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iTse, -wliicli satisfy nearly the same wants, .and yet make no 
use of their labour. Thus After-'a-whilo~-tliose,.^who. have. 
striv.ai to make a~slirewd- use of-monopoly,_are,apt_to-find 
their numbers - swollen rather'th.an.xeduced,, while, -the* total 
demand for -their labour has shrunk; and. then their, wages 
will fall- he.aYily. 

There are indeed some groups of workers which are free 
from one of the chief of these d.angers. If the numbers of the 
lowest paid groups shrink, scarcit}’ may tend to raise their 
wages without attracting m.any interlopers. But more on 
that point a little later. 

§ 3. Let us then look away from standards of comfort 
or wants; and consider rather stand.ards of life 
and activities in relation to standards of earnings, activities in 
Let us inquire how changes in activity affect 
wages, having in view all the many forms wliicii 
such a change ma}' .assume ; but .adhering, for the sake of 
definiteness, throughout the discussion to that particular mode 
of standardizing activity which is simplest and most easily 
applied, t'iz. a regulation of the hours of l.abour. 

Thn^Triluencc wlhcn-tbe-standard-hours-of-work-exert- on 
economic -actm ties, is-partially-obscured., by the Human wear- 
facb-that the- earnings of a human being are and-tearaptto 
commonly counted grross; -no -special reckoning 
being made for ' his' ' wear-and-tear, . of, .whicli . indeed;..he.-is 
himself often - rather careless. Further, very little account 
is token of the evil effects of the overwork of men on the 
well-being of the next generation; although the hours of 
labour of children are regulated by the law in their own 
interests, and those of women in the interests of their 
families. 

When the hours and the general conditions of labour are 
such as to cause great wear-and-tear of body or mind or both, 
and to lead to a low standard of living ; when there has been 
a want of tliat leisure, rest and repose, which are among the 
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necessaries for efficiency; then tlie labour has been extra v;i- 
gant from the point of view of society at large, just as it 
would be extravagant on the part of the individual capitalist 
to keep his horses or slaves overworked or undei'fcd. In such 
a case a moderate ditninution of the hours of labour would 
diminish tlie national dividend only temporarily : for as soon 
as the improved standard of life had had time to exert its 
full effect on the efficiency of the workers, their increased 
energy, intelligence and force of character would enable them 
to do as much ns before in less time; and thus, even from 
the jioint of view of material production, there would be no 
ultimate loss any more than there would be in sending a sick 
worker into hospital to get liis strength renovated. And, 
since material - wealth •'CxistS''for 'the “sakc-of-nian,- -and - not 
man for the sake of material wealth ; .the -roplacoment of in- 
efficient and stunted human lives by moi'e efficient and fuller 
lives would be a gain of a higher . order than any temporary 
material loss that might have been occasioned on the way. 

This argument assumes that the new rest and leisure raise 
the standard of life. And such a result is almost certjiin to 
follow in the extreme cases of overwork which we have been 
now considering ; for in them a mere lessening of tension is 
a necessary condition for taking the first step upwards. The 
lowest grade of honest workers seldom work ver}’’ hard. But 
they have little stamina ; and many of them are so over- 
strained that they might probably, after a time, do as much 
in a shorter day as they now do in a long one. 

Again there are some breanches of iudustrj’^ which at 
^ , present turn to account expensive plant during 

double shifts nine Or ten hours a day ; and in which the 
insometradcs. introduction of •two-shifts-of-eighfrhoui'Si 

or even less, would bo a gain. The change would need to be 
introduced gradually; for there is not enough skilled labour in 
existence to allow such a plan to be adopted at once in all the 
workshops and factories for which it is suited. But some 
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kinds of machinery, wlien ■worn out or antiquated, might be 
replaced on a smaller scale; and, on the other hand, much, 
nejv machinery that cnmrot be 'profitably introduced ..for a.tcn 
houi s’ dayj-would-bo-introduced for a sixteen hours’ day ; and 
■when once introduced it ■\voulcl be improved on. Tlius the 
arts of production wovild pi'ogress more rapidly ; the national 
dividend ■would increase ; working men would be able to earn 
liigher wages without checking the growth of capital, or 
tempting it to migrate to cotmtries where wages are lower: 
and all classes of society would reap benefit from the change. 

The importance of this consideration is more apparent 
every year, since the growing expensiveness of machinery, and 
the quickness ■with which it is rendered obsolete, are con- 
stantly increasing the wastefulness of keeping the untiring 
iron and steel resting in idleness during sixteen houi's out 
of the twenty-four. In any country, such a cluinge would 
increase the net produce, and therefore the wages of each 
worker ; because much less than before would have to be 
deducted from his total output on account of charges for 
machinery, plant, factorj'-rent, &c. But Anglo-Saxon artisans, 
unsurpassed in accuracy of touch, and surpassing all in sus- 
tained energy, rvould more than any others increase their net 
produce, if they would keep their machinery going at its full 
speed for sixteen hours a day, even though they themselves 
worked only eight’. 

1 Eoxible shifts are used more ou the Continent than in England. Bat 
they have not a fair trial there, for the hoars of lahour are so long that double 
shifts involve •work nearly all the night through; and night ■work is never 
80 good as day ■work, imrtly because those who work at night do not rest 
.perfectly during tho day. No doubt certain practical objections con he urged 
against the plan; for instance, n machine is not so well cared for when two 
men share the responsibility of keeping it in order, as when one man has the 
whole management of it; and there is sometimes a difficulty about fixing re- 
sponsibility for impei-fections in the work done; hut these difficulties can be 
in a great measure overcome by putting the machine and the work in charge 
of two partners. Again, there wonld be a little difficulty in readjusting the 
office arrangements to suit a day of sixteen bonrs. But employers and their 
foremen do not regard these difficulties as insuperable; and experience shows 
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It. iiHi.st. liowevcj- l>e remeiiiberecl Ui.at tlii.s particiil.ar plea 
for a reduction of iho hour.s of labour ajtplics 
further'^dimi- Only to tliosG trades 'vvhicli use, or can use, ex- 
houra'ofiVbour P^^sive plant; and that in many cases, as for 
would lessen instaoco in .some mines and some branches of 
production. work, the system of shifts is already 

applied so as to keep the plant almost constantly at ^vork. 

Tliere remain therefore many trades in which .a-reduction 
of .the - hours-of labour would'Certainlj’ le.s.sen--the -output in 
the immediate present, and -would not- certainly bring -about- 
at all quickly- any such increase of elllciency jus would raise 
the average work done per head up to. the. old level. In such 
ca.scs the cliango would diminish the national dividend ; and 
the greater pari of tlie resulting material loss would fall on 
the workers wlioso hours of labour wore diminished. It i.s 
true .that -in some trades a. scarcity of labour would raise its 
price for a good, long- while at the expense- of the rest- of the 
community. But as a rule- a rise Jn ..the real price of labour 
would cause -a diminished- demand -for the product, partly 
througli tlic increased use-of substitutes; .and would also cause 
an inrush of new labour from less f.avoured tr.ades. 

^4. It may be well to try to explain tlio great A-itJility of 
the common belief that wages could bo raised 
generall}' bj' nicrely. malcing labour scarce, and 
independently of any effect it might have in 
keeping machinery longer at work and therefore 
making it more efficient, or in preventing people 
from being stimted and prematurely Avorn out 
by excessive work. 

that ■n-orlimcn soon overcome the repugiiauco -which they feci at first to double 
shifts. One set might cud its work at noon, luid the other begin then; or 
what would perhaijs bo better, one shift might work, say, from 6 a.m. to 
10 a.m. and from 1.30 p.m. to 4.30 p.m., the second set Avorking from 
10.15 a.m. to 1.15 p.m. and from 4.45 p.m. to 9.45 p.m,; the two sets might 
change places at the end of each week or month. Ajjencral adoption of donhlo 
shifts will be neccssnp-if-tlfo CXtenBion..of.the iuaiwellon3,poKevs.ofj5?^rQDsiYe 
machinci-y into CA-cry branch of-innnual-work-is-to-cxei‘Cisc'thoJ[ull.infincnce 
of which it is capable , in rednciiig tho-honrs of labour much holow eight. 


Immediate 
and ultimate 
cficcts on 
wages of re- 
ducing the 
hours of 
labour. 
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To begin with, it is cliflicult to realize how different, and 
often even opposed, are the immediate and permanent effects 
of a change. Eeople see that when there are competent men 
waiting for work .outside the. offices .of.. a. tramway company, 
tliose already at work think more -of -keeping their posts than 
of- striving for-a rise- of wages-;- and thab-if these .men were 
away, the employers could not re.sist-a-demand ior Jiiglier 
.wages. They dwell on tlie fact that, if tramway men work 
short hours, and there is no diminution in the number of 
miles ran by the cai-s on existing lines, then more men must 
be employed ; probably at higher wages per hour, and possibly 
at higher wages per day. They see that when an enterpn.se 
is on foot, as for instance the building a hou.se, or a ship, 
it must be finished at any cost, since there is nothing to be 
gained by stopping half way; and the larger the slices of work 
on it done by any one man, the fewer slices of work on it will 
be left for other people. 

^ J But they overlook other consequences, which are more 

/'important, though more remote; ^^z. that as- a-consequence 
-o£~the-artificiaL.stinting_of— labour-in-tramway— working-and 
house building -tramway- extensions -will—be-checked that. 
Jewor-men-will -be-employed-in -the-future-ia malring' and in 
working -trannvays ; that many workpeople and otliers will 
walk into tqwn, who might have ridden ; that many will live 
closely packed in the cities who might have had gardens and 
fresher air in the suburbs; and that, the working classes 
among others, being unable to pay for as good housing 
accommodation as they would otherwise have had, there will 
be less building to be done. 

In short the- argument -that-' wages~can~be-rais.ed perma- 
nently by stinting labour rests on-the- assumption .that there 
is a .permanent--fixed-,ri!Qri^n(Z,..i.e., a- certain amoimt of 
work which ' has - to - be done,--whatever'- the -price of -labour'. 
And for this assumption there is no foundation. On the 
contrary, the demand for work comes from tlie national 
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clividencl; that is, it comes from work. The less work there 
is of one kind, the less demand there is for work of other 
kinds j and if labour were scarce, fewer enterprises would Ije 
undertaken. 

Again, constancy of employment is dependent on tlje 
organization of industry and trade, and on the success witli 
which those who arrange supply are able to forecast coming 
movements of demand and of price, and to adjust their 
actions accordingly. But this would not be better done 
Avith a short day’s work than with a long one; and indeed 
tlie adoption of a short day, not accompanied by double 
shifts, would discourage the use of that expensiA'e plant, the 
presence of which makes employers very unwilling to close 
their works. Almost every artificial stinting of work involves 
friction, and therefore tends, not to lessen, but to increase the. 
inconstancy of employment. 

It is true that, if plasterers or shoemakers could exclude 
E h ck competition, they would have a fair 

to the national ohance of I'aising their wages by a mere diminu- 
fn'^part on^^'** tion of the amount of Avork done by each, Avhether 
the workinff by^ shortening the hours of labour or in any other 
classes. these gains can be got only at the cost 

of a greater aggregate loss to other sharers in the national 
dividend ; Avhich is the source of Avages and profits in all 
industries in the countiy. This conclusion is emphasized by 
the fact, to Avhicli experience testifies and which analysis 
explains, that the - strongest , instances - of -a -rise in Avages 
attained by trade union • strategy are found in branches of 
industry, the demand for Avhose labour is not .direct, but 
“derived” from the demand for a- product in making- Avhichr = 
many bi’anches'of industry, co-operate ; for any , on e br anch. 
Avhich is strong in strategy, can ..absorb to-itself -some-share- 
of the-pri'ce~of— the-ultimate prod uct, j,vhich.might_have.gone. 
to otlier 'branchesh 


See above, V. a'i. 2. 
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§ 5. We now come to a second cause of lim vitality of 
the belief that wages can be raised generally and 
permanently by checking the supply of labour, futput checks 
This cause is an under-estimate of the effects of ^apitaf 
such a change on the supply of capital. 

It is a fact — and, so far as it goes, an important fact- 
that .some -.share -of--the-loss resulting from the lessening of 
output hj' (sa}') plasterers or shoemakers, will fall on those 
who do not heloi^ to the woi4cing-chisses. Part of- it. will 
no doubt fall on employers and capitalists, wJio.se persojial and 
matecial oipital-is.sualc_m-building-or shoemaking.f and part. 
,.011. well-to-do users, or consumers,- of -houses -or -shoes. And 
further if there were a general attempt by all of the ivorking 
classes to obtain high wages by restricting the effective supply 
of their labour, a considerable part of the burden resulting 
from the shrinkage of the national dividend would doubtless 
be thrown on other classes of the nation, and especially on the 
capitalists, for a time : but only for a time. Por a consider- 
able diminution in the net return to investments of capital 
would speedily drive new supplies of it abroad. In regard to 
this danger it i.s indeed sometimes urged that the raihvay.s 
aud factories of the counti-y cannot be exported. But nearly 
all of the materials, and a large part of the appliances of pro- 
duction are consumed, or worn out, or become obsolete every 
year ; and they need to be replaced. And a reduction in the 
scale of this replacement, combined with the e.xportation of 
some of the capital thus set free, might probably so lessen the 
effective demand for labour in the country in a few years, 
that in the reaction wages generally would be reduced mucli 
below . their present level ’ . 

1 To take an ilInstratioii,let ns supjiose tliat shoemakers and hatters are in 
the same grade, working equal hours, and receiving equal wages, hefore and 
after n general reduction in the hours of labour. Then both l)efore and after 
tile change, the hatter could buy, with a mouth's wages, as many shoes ns 
were the net product of the shoemaker’s work for a montli (see VI. ii. 7). If 
tile shoemaker worked less hours tlian before, aud in consequence did less 
work, tlio net product of ins labour for a montli would have diminislied, unless 
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But though the emigration of capital would not in any 
International attended by much difficulty, owners of 

wage move- capital have good business reasons as well as a 
sentimental preference in favour of investing it 
at home. And therefore a rise in the standard of life, which 
makes a country more attractive to live in, is sure, to 
counteract .to some extent_.the tendency of a fall in the net 
retui'n on investments to cause capital to, be c.xported. On 
the other Jiand an attempt to raise wages by anti-social 
contrivances for stinting output, is certain to drive abroad 
well-to-do people in general; and especially just that class 
of capitalists whose enterprise and delight in conquering diffi- 
culties is of the most importance to the woidcing classes. For 
their ceaseless initiative makes for national leadership and 
enables man’s work to raise real wages; while promoting an 
increased supply of those appliances which make for efficiency, 
and thus sustain the growth of the national dividend. 

It is true also- that, a, general, rise- in .wages, however 
attained, if spread .over the . whole world, J^ould noi .cause- 
capital .to.migrate.-froin-any -one-part-of .it_to_anp.ther. And 
it is to be hoped that in time the Avages of manual labour will 
rise all OA'er the world, mainly through increased production ; 
but partly also in consequence of a general fall in the rate of 
interest, and of a relative — if not absolute — diminution of 
iircomes larger than are necessary to supply the means of 
efficient work and culture even in the highest and broadest 
senses of these terms. But methods of raising wages, Avhicli 
make for a higher standard of comfort by means that lessen 
rather than promote efficiency, are so anti-social and short- 
sighted as to invoke a speedy retribution ; and there is perhaps 
little chance of their being adopted over any great part of the 

either by a system of working double shifts the employer and liis capital had 
earned profits on two sets of workers, or his profits could be cut down by the 
full amount of the diminution in output. The last supposition is inconsistent 
with what we know of the causes which' govern the supply of capital and 
business power. And therefore the hatter's wages would go less far- tlian 
before in buying shoes; and so all round for other trades. 
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•^vorlcl. ILiieKemLiajiintries jxdopted-sudi, met hqcis, _the.i)thers 
going.aIxaight.ioiu:aisinS-the standarcls-of-lifejincI.o£.efficiGnc}', 
would.sp.e^ijy attract to_tliemselves-much-of-the -capitaLand 
of the hest vital ‘force "atvay from- those-who-followed-aa-ignoble 
..restrictive -polio}’. 

§ 6. In this discussion it has been necessary to adhere 
to general reasoning : for a direct appeal to 
experience is difficult; and, if made lightly, it an appeal to 
can but mislead. Wliether we watch the statis- 
tics of wages and production immediately after the change or 
for a long period following it, the prominent facts are likely 
to be due chiefly to causes other than that which we are 
wishing to study. 

Thus if a reduction of hours resulted from a successful 
strike, the chances are that the occasion chosen for the strike 
was one when the strategical position of the workmen was 
good, and when the general conditions of trade would have 
enabled them to obtain a rise of wages, if there had been no 
change in the hours of labour ; and therefore tlie immediate 
effects of the change on wages are liljely to appear more 
favourable than they really were. And again many employers, 
having entered into contracts which they are bound to fulfil, 
may for the time offer higher wages for a short day than 
before for a long day. But this is a result of the suddenness 
of the change, and is a mere flash in the pan ; and, as has just 
been observed, the immediate results of such a change are 
likely to be in the opposite direction to those which follow 
later, and are more enduring. 

On the other hand, if men have been overworked, the 
shortening of the hours of labour wdll not at once make them 
strong : the ph)’sical and moral .improvement of the condition 
of the workers, with its consequent increase of efficiency and 
therefore of, wages, cannot show itself at once. 

Further, the statistics of production and wages several 
years after the reduction of liours arc likely to reflect changes 
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in the prosperity of tlic country, and especial!}'' of the trade 
in question j of the methods of production ; and of the 
purchasing power of money : and it may be as difficult to 
isolate the effects of reduction of the hours of labour as it 
is to isolate the effects on the waves of a noisy sea caused 
by throwing a stone among them*. 

We must then be careful not to confuse .the_two._questions. 
whether a cause tends to produco a certain.. effect and -whether 
that cause -is sure 'to befollowed'by that -effect. Opening 
the sluice of a reservoir tends to lower the level of the water 
in it} but if meanwhile larger supplies of water are flowng 
in at the other end, the opening of the sluice may be 
followed by a I'ising of the level of the water in the cistern. 
And so, although, a, ..shortening of the hours- of - labour 
would tend to diminish output -in. -those-trades -which, are 
not overworked, .. and-in- which"thex'.e„is, no -roonV~f0i'“doublo 
shifts; yet.it-nught very.likely_bc..accompanied.by an increa.se 
of production arising from the general progress of wealth and 
knowledge. But in that case the -rise-of-wages..would have 

1 For instance, when we look at the history of the introduction of the eight 
hours’ day in Australia 'we find great fluctuations in tho prosiicrity of the 
mines and tho supply of gold, in tho iirospority of tho sheep farms and the 
lirice of ■wool, in the borrowing from old countries capital with wliich to 
employ Australian labour to build railways, &c., in immigration, and in com- 
mercial credit. And all those have been such powerful causes of change in 
the condition of the Anstnalinn worlving man ns to completely overlay and 
hide from wew the effects of a reduction of tho hours of labour from 10 gross 
(83 not after deducting meal times) to 8 net. Money wages in Australia are 
much lower than they were before the hours were shortened ; and, though it 
may he true that tho purchasing power of money has increased, so that real 
wages have not fallen, yet there seems no doubt that the real wages of labour 
in Australia are not nearly as much above those in England as they were 
before tho reduction in the hours of labour: and it has not been proved that 
they are not lower than they would have been if that change had not taken 
place. The commercial troubles through which Austi-alia passed shortly after 
the change were no doubt mainly caused by a series of droughts supervening 
on a reckless inflation of credit. But a contributory cause appears to have 
been an over-sanguine estimate of the economic elficieiicy of short hours of 
labour, which led to a premature reduction of hours in industries not well 
ndai>ted for it. 
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beeu_-Qbtiuiicd_iiL_£pi_te of, and imt in consequence of, ji 
shortonin" of lionrs. 

Furtlicr the increasing chnngcfulness and niobilit}' of 
industry obscure the influences, l)oth for good and for evil, 
M'liicb tlic earnings and iTidustrial policy- of any group of 
■workers in one generation exert on the cfliciency and earning 
po'jvcr of tlie same group in a later generation. IOjc .family, 
income, Ji.oiv 'vltich the„cxp.anscs.of_rcaring and trainingjts 
joungor -members-must .be-dcf rayed, seldom comes now troin a 
.single -trade. Tlie sons are less trequentiy found in their 
father’s occupation : the stronger and more strenuous of those 
to "whose nurture the enraings of any occxipation have con 
tributed arc likely to seek higher fortunes elsewhere ; while 
the weak and the dissolute arc likely to descend below it. 
It is ..therefore becoming , increasingly .diflicult.Ja bi-ing the 
.test-of experxeticc-to' bear .x3n-..thc_qucstioa,. wlmxEfir^success 
has- attended the efrorts-whicli.thc-inembecsjjf aiLy_par.ticular 
trade- have~mnde~to-oflect .a pennanent_rise-jn...thoir_.\vngos, 
both absolutely-and-relntively: to other, trades. But. this 
bring.S 'Us to our -next subject. 



CHAPTER XIV. 


TRADE UNroXS. 

§ 1. In considering the recent progress of tlie -working 
Trade Unions ‘^^^sscs, but little luis yet been said of the growth 
in relation to of Trade-unions j but the ttro movements have 
progress. certainly kept pace with one another; and there 
is a p7-imcl facie probability that they are connected, each 
l)eing at once partly a cause and partly a consequence of the 
other. IVe may now proceed to inquire into the matter more 
closely. 

We have already noticed’ how the finst endeavours of the 
Early action of w'oi'kmen’s as.sociations or - Unions at the 

Unions. begi nning , of- -this, century were directed to 

securing the enforcement of mediteval labour laws. But 
these, no less than the ordinances of the old gilds, were un- 
suited to the modern age of mechanical invention, and of 
production on a large scale for markets beyond the seas ; and 
early in this century the Unions set themselves to win the 
I’iglit of managing their own affaii’s, free fiom the tyranny of 
the Combination. L.aws. 

These laws had made a crime of what was. no crime, the 
Repeal of the refuse to work ill order to obtain 

Combination higher Wages ; and “ men who know that they 
are criminals by the mere object which they 
have in view, care little for the additional criminality involved 
in the means they adopt.” They knew that the law was full 
1 Book I. Ch. II. § 5. 
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of pines injuFiticc: dpstructiun of lift* aiicl iimi)Prty, when it 
was wi-nufrht for the purpose* of enforcing wlmt they thought, 
justicp, sppinpil to them to have n liighcr snnrlion than that 
of the l.nw; and their moral nensc Ijecnini* in ii mesisurc 
reconciU'd to crimes of brutal rinlence. Ihit step by step the 
Combination Laws have lieen repenlerl: until now nothing is 
illegal if done by a workman, which would not be illegsd if 
done by anyone else; nothing is illegal when done by it 
combination of workmen, which would not he illegal when 
ihme by a combination of other p<*opIe ; and the law no longer 
refuses to jinuect the properly of the Cnions. 

Willi freetlom came responsibility. Violence and the 
intimidation of Non-ITiiionists, which had lo.st nil excuse, soon 
wont out of favour; and workmen general]}' chose for their 
leaden* able and far-seeing men, and under tlicir guidnnec the 
miKleni oigniiizatiou of Unions has Ijcen mpiilly dcvelopetl*. 

A nuxleni Union, is generally nn.A&sociatiuu of.workeii. 
ja tlic same orjillic!dJa a dciiyj v lii c li.c o llects-fnnds ^vrofeMfunc- 
from all .its mendiers -ami applies tlimii-flrstly. to tionBor 
support tho*c-of its-members who cannot .obtain 
employment except on terms which it -is contmiy-to the 
general tnide policy. of. iho.Uiiion fqr_them .to. acrcpt, and 
secondly to grant certain Providcu^ Benolits _to mimilwrs 
in need. Tlio policy of the Unions varies in detail with 
time and circumstances; hut its idiief-nims are gcncnilly ilio 
.incccasn of-wngc8,-tlie-rcdnction-ot-tliD_ honrs.o f lnl x)UR-tlie 
securing liealtliy,- safe ' and pleasant -conditions of., work, .and 
tho defending individual workers from arhitniiy and uiyust 
treatment 1^ their employers. Most of their regulations aro 
framed either for tho dii-ecl attainment of some of these aims; 
or for securing conditions of hiring which will enable tho 
employed to deal ns a body with their employers, conditions 

> Tlio vorions stnecs tliroueli whicb the clitcf alms oud tho plan of 
organization of tho Uiiiona have passed mo explained in The Ilielor^ oj 
Trade Unionxm, by Sidney and Beatrice TTcbb. 
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•which they regard as generally needed for the attainment of, 
all their aims. 

§ 2. A large U niou is .often an amalgamation of numm^ous 
sina_ll.er--assaeiations,-originally-locaL.or._confine^d 
^bmty'and°"' to a Subdivision of 'the trade. But -whatever its 
central Origin, nearly every important Union has many 

^ branches, each of which, while managing its own 
affairs in details, is bound to conform to the general rules of 
the whole body. These rules are very explicit; and. in 
particular they prescribe rigidly the ways in which each 
branch may spend the funds in its charge ; for the power of 
the purse is retained strictly in the hands of the central 
body. The bi’anch dispenses Provident Benefits according to 
rule ; but except on emergency and for a short time it may 
not spend the corporate funds on a trade dispute, without the 
sanction of the central council or Executive representing the 
whole body, who are generally selected from the branch- 
officials that have deserved best of their Society. 

The character and ability of the branch-officials are tested 
in action as well as in speech. For they have important business 
to manage, and those who neglect their duties, who prove 
themselves lax financiers, or give advice that is not justified 
by the event, ai’e not promoted, however eloquent they may 
be; and consequently the Executive-of- the -best JCInions-are 
shrewd,'far-seeing-men-,-resolute..butJwith-great-sel-f-GQn±rolv 

It is these men whose sanction has to be obtained by any 
Precautions branch that wishes to use the corporate funds in 
againstunwise a trade dispute. They come to the question 

disputes. 'j.! . mil . ^ . 

witn tempers unruiHed by any personal vexations. 
Tlieir vanity is not enlisted in the continuance of the struggle; 
they can decide without loss of prestige that it is inopportune, 
or even wrong in principle ; and they have nothing to gain, 
but much to lose, by becoming responsible for an expensive 
strike that ultimately fails. The_decisiona— of^he-~-Executi-ve 
,.are-g6nerally-binding~till._the. Jiext-annual-genera l meeting 
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of the representative _delegaies of. tlio whole body.;, iat in 
cerfcain-cniergencies-a npccinl meofcing-of— the-dolegales-is- 
called, or. a plebi.seite-of the-Avhole hody-is-taken-hyvoting 
, papers. 

The administration of the funds ndth regard to Provident 
Benefits is more a matter of routine, and is provident 
governed strictly by rule. These Benefits varv. Benefits. 

The “New” Unions that liavc sprung up in recent times, 
chiefly in unskilled trades, generall}' regard Provident Funds 
as an encumbrance, hindering freedom in fight, and tending 
to an over-cautious and unenterpri.sing policy in tividc 
matters. And the list of Benefits afforded by many even 
of the older Unions is a meagre one. But the best Unions 
pride themselves on rendering their members independent 
of all charitable aid, public or private, during any of 
the more common misfortunes of life. They' proyid.c_Sick, 
Accident, .Superannuation and. Funeral Ben cfits-;-and-nbovc 
all, they give out-of-work pay for a. long- (though.of. course not 
.unlimited) time to.any. mcmbeiywho needs-it-through-no fauljb 
of his own — a Benefit .which .non.e_J)jut .aA.rilde.Society-could 
undertake. For only the meinbei-s of his own trade can judge 
whether his \rant of work is due to his idleness or other fault, 
and whether he is putting too high an estimate on the value 
of his work: and they alone have an interest in supporting him 
in the refusal to sell his u'ork for less than they think it is 
really worth. And at the same time the expense of managing 
the whole business of the Union is less than would he that of 
managing its Provident business alone by any other Society': 
for the local officers get good information wthout trouble, 
they spend nothing on adv'ertising, and they' receive but 
trifling salaries’. 

1 The reader is referred to the excellent Kepovts of Mr Burnett to the 
Board of Trade, whicli give details of the expenditure of all the chief Unions 
for each successive year of their history. It is instructive to note that all 
the Benefits increase and the Funds diminish during periods of commercial 
depression. But the burden of Superannuation Benefit increases steadily with 
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§ 3. Sucli being the general plan of Trade-unions, we 
may pass to examine the influence which .they can.,exert on 
wages. 

We have ah-eady incidentally inquired whether wages can 
, be raised permanently by diminishing the supply 

An artificial ^ 

scarcity of la- of labour ; and we maj’^ begin by recapitulating 
can'^rTis^ results obtained. If , the workers in ..any 

wages much trade are able to limit, artificially-the- supply of 
ditions are their - labour; they - can certainly. secure-a-'COh- 

satisfied. siderable increase of w.ages, which-will— be the 
greater, the more fully four, conditions are- satisfied k The}'^ 
are ; Firstly, that there is no easy alternative method of 
obtaining the commodity which their trade helps to produce ; 
and this generally requires (a) that they have control over 
the supply of labour in their trade and district; {h) that the 
commodity cannot easily be brought from some other district, 
in which the conditions of labour are beyond their control; 
and (c) that there is no available mechanical or other contri- 
vance by which the commodity can be produced independently 
of them : Secondly, that the commodity is one the price of 
which will be raised considerably by a stinting of supply, or 
in other words the demand for it is not veiy elastic ; Thirdly, 
that the share of the total expenses of production of the 
commodity Avhich consists of their wages is small, so that a 
great proportionate rise in them will not greatly raise its 

the lapse of years; for the average age of the Unionists has not yet reached 
its maxiranm. Less than a tenth of the total expenditure comes under the 
head of strike pay in an average year’s budget of the first class Unions. But 
many of the differences between individual workpeople and their employers, 
which result in their ceasing to be employed, are of the nature of bade 
“ disputes,” though not technically so called. And some Unions do not even 
attempt to make any distinction in their accounts between “out-of-work” 
pay and strike pay: though the former, when given at all, is at a lower rate 
than the latter. It seems however that not more than a fifth of the total 
expenditure can be ascribed to “disputes” in the broadest use of the term. 

The accumulated Bunds of the chief Old Unions average about two weeks’ 
wages of their members. 

’ Comp. Book V. Ch. vi. § 2. 
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price and diminish the demand for it. And, Fonrthli/, that 
the other classes of workere, and tlje employers, in the ti-ade 
are squeezable, or at least arc not in a position to secure for 
themselves an increased share of the 2>rice of the joint product 
by limiting artificially the supply of their labour and capital. 

The efiect on the n-ages paid for doing a given piece of 
vork -would be just the same whether the num- 
ber of workei-s in a trade were diminished by a 

lentil, or the amount of work done by each were 

* , , , - . , . number of 

dninnislied by a tenth (othei' tilings being equal) * : workers and 
but on the latter j>lan the same aggregate wages 
would be divided among more people, and the 
rate of wages per head would be a tenth lower. 

If the amount of work done per head, is diminished liy 
lessening the lioure or tlic severity of work, there is some 
compensating gain in increased leisure, or freedom from strain : 
but if it is diminished by insisting on uneconomical methods 
of work, there is no such compensation. 

3Elmn-thc Het-Advantagcs of a trade-arc Abnormally high 
relatively t.q .qilieij; in the same grade, there rail 
he a strong- drift into .thc_trade,. both .of adjdt wi|es"icraus 
jyrirkers— and— of children, by -i-outea direct mid Advan*a*es 
indirect ; and this drift can be resisted only by 
hal’d and harsh measures which interfere much with the free 
course of busmess. JHuman nature being what it-isr-the-drift 
from outsideJidll be-strongcr-intCLaJtracle ■'yith veryjiiglunoney 
-wages-than-into one-wth-rathcr-high_svages,-ancl-considerablc 
.other N.et advantiiges. _And-partly-for-thisu-eason the Jlnious 
.of-the-skilled' trades in’eTriming-ratlier~at-tlie-latter-than_the 
fQrmer..eud 

1 Other tilings would indeed not be egual: for the larger number of men 
would want more Enperintendcnce, more space, and more macliinery (unless 
they worked double sliifts instead of single) ; and therefore their nggi'cgato 
wages would ho less, and their wages per head more than a tenth less than if 
the supply of labour wei-e lessened by n mere diminution of numbers. 
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The recent extension of Trade-unionism to unskilled 
labour has been confronted by the fact that^aa. 
artificial restriction of,the.numbers._in_any,„un- 
skilled. trade,, is, diffic_ult, and in all trades to- 
gether impossible, unless multitudes are to be 
supported in idleness. But it is not impossible 
to make labour scarce in all trades by shoi’tening the hours of 
labour sufficiently. The movement in this direction, is, as Ave 
saw in the last chapter, the composite product of a genuine 
desire for more leisure for its OAvn sake, and of a fallacious 
belief that thei’e is a fixed Work-Fund. We concluded that,’ 
if-.there.is.-a-generaLdiminution-.in.jthe-u,mount..oL.w_odj„done, 
the National Dividend will shrink .and -the-share~of -it- that 
goes -to the-working-classesj-or in-other -Trords-the-aggregate 
of -Aveekly "(real)- Avages -will shrink also,- -though_ not. perhaps., 
quite in -the- same proportion. And since- there *AVOuld- be -no-, 
diminution in the -number-among. whom. .this.. aggregate., Ay:as- 
divided, average (real) Avages -would fall- very nearly- in- pro- - 
portion 'to the' diminution- of the -Avork done. 

§ 4. Leaving then this recapitulation of the results of 
We ass to at lessening the supply of labour, Ave 

tempts to se- Avill pass to the main task of this Chapter. That 
wages ’fo/'ia . *0 inquire ^whether,, by a judicious use of the 

bourbythrea^- threat' of-temporarily-Avithliolding-the. Supply of 
hoidits°s^pp^y labour,-IInions-can-force'employers,'-and-through 
temporarily. them.,_the._community-. at - large,— to_pay -higher 
Avages -temporarily. It is clear that this question is not 
decided by the argument of the last Section. For if tAvo 
men- are..rowing in t he_same-boat and one pulls all the time 
Avith only half his strength, his progress aatU be sIoav ; but if 
he thinks the other is doing less than a fair share of Avork, 
he may possibly find it a good policy to refuse to roAv till the 
other exerts himself more; he may conceivably reach his 
journey’s end quicker than if he roAved on steadily Avithout 
demur. . Here then is the true c^entre, of this contes.tois-to-the 
efficacy of JJnions-to-rajse wages. 


Permanent 
limitations of 
the work done 
in all trades 
must lower 

generally. 
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Wo may start from tlieJwdisp.wtnblc-fact^tbat _the..v 
labour- of-nny Jdnd .tends,, likp, tho_Yalue-o£.a ^ 
material-commodity,, to 41-posit.ion-of-equilibriuiu forces 
at .Y’hicb..tho -amount which -will - l>o normally manj" 



demanded is equal to that which will be nor- 
mally supplied. But-this-tendency does tiot v.accsof 
always .operate freely-; it-nuiy even be suspended 


for-the-tiine;df-either-the-buyero-or-th6-seners-liavc-no.j:e.';en:o 


pricej. 

Ajitoi'Jdng man .who is jiot a member of a Trade-union can 


seklom.stand-Qut-long-for-a.rcscci’cd.pricc.for-liis labour ; and 
thus he may fail to get much benefit from the fact that, other 
things being equal, it will bo to the interest of employers to 
pay ■v^inges-equjil-to-tljo-not-value-of-his-work, if they cannot 
get a sufficient supply of labour on cheaper terms. 

Take for instance the case of a farmer -who calculates that 


the work of an additional labourer would add _ , , , 

TO the produce of Jiis farm cnougli to repay \rith combinations 
profits th e ou tIaY..o£.I-is-a week, in wages. No 
doubt it will then be to his interest, other things being equal, 
to offer these wages rather than go without the extra assist- 
ance. But other things are veiy likely not to ho equal. If 
the cu rren t. rate in-the i)arish.is..l2s..a week, ho could not bid 
14s. Anthout incurring odium among his brother farmers, and 
perhaps tempting the labourers already in his employ to 
demand 14s. -So ho AnU-probably-oflbr-only-12s.^-and 'Com- 
plain ,o£, the, scarcity, ofJabour. The price of 12s. will be main- 
tained because competition is not perfectly free ; because the 
labourers have not much choice 'as to the market in Avhich 


I they sell their labour; and because they cannot hold back 
'their labour at a reserve price equal to, the highest Avage Avhich 
the employer can afford to pay°. 


A Tlio general theory bearing on this point is indicated in Book V. Ch. n., 
and i.s Avorl.ed ont more fully in the corresponding chapter of the Principles. 

- UiO'disadTantnge-iinder,.wlucli,]abourer.s.lie,m such a case as Uiis.'iuay 

M. 24 
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Ajid even, where omployei-s are not in any combijiation, 
tacit or avowed, to regulate Avages, each large 
fmp'royrr'ts^a employer is in his OAvn person a perfectly finn 
combination in combination of employing power. .A combination 
of a thousand Avorkcrs. has. a.A'ery^.Aveak_and. un- 
certain, force -in comparison -Avith- that of—a -single-j-’esolute 
employer of a thousand men : and though sucli an employer 
sees his profits in hiring a fcAV more men at the current or even/ 
rather higher Avages, he may yet think it the better policy 
not to bid for them lest he should suggest to those already in 
his employment that they should raise their demands. 

In such cases as these tho special • disadA'antages„of ..the 
Avorkman in bargaining certainly put his Avages 
for a time beloAv the position at Avhich they 
Avould find their leA'el under the free action of 
demand and supply: and Ifeionists need not 
deny' that those forces are ahvay's at Avork. It is 
enough for tlieir argument that, -Arhene-vm: these 
special disadvantages put tlie current-rate-o£— Avages-below-the 

be seen by considering tbc position of a sbopkcepor in like circnmstances. As 
a rale a shopkeeper fixes tho price of his goods; and if the customers Avho 
come into his simp on ono day refuse to pay that price, he Avaits till others 
come Aviio will pay it. But if at any time ho were compelled to sell off his 
goods quickly, taking wluitcA-cr offers he could got, and not holding hack for 
any reserve price, he might have to sell them at much less than their real 
value, at all events if ho had access to only a fovr buyers. 

Thornton in his book On Labour, which caused Mill considerably to modify 
liis views as to the influence of Tradc-nnions, illnstmted the indetenninateuess 
of equilibrium price in a small market, by showing that in such a market 
Dutch auction might sometimes yield a higher price than English. Mr J. S. 
Cree in his Aigorons and siiggesth-e Criticism of the Theory of Trade-unions 
has shoAvn that under ordinary conditions it is a disadvantage, and not ns 
Thornton supposed an advantage, to have the initiative cA-en in a small market.^ 
But this does not impair the substance of Thornton's main argument ; which 
is that Avhere there is little competition, price is indeterminate ; and then those 
are at a disadvantage who are known to be bound to sell without reseiwe. It 
is true, as Mr Cree urges, that the price Avould he even more indeterminate if 
it were settled between two combinations of employers and employed, than if 
employers and employed bargain freely Avith one another : hut in the former 
case tho employed are not at the same disadvantage in bargaining ns they 
are in the latter. 


Unions claim 
to m.ake eco- 
nomic friction 
side with the 
workman 
instead of 
against him. 
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iiorinal -rate,- tho furcc^of cconoiniu.frioijon-is cxvrlod .ajjaitisl 
the workman. JLnd-thc 3 rvtMi 1 .mvl nmlTS/ (R^nizat-ion_Uic}: 
cnufrcquentljmakethat'fbrco'nct-in'Jiia.fnvonr. A viscous 
fluid in a vessel tends to form n level surface : but if from 
time to time an artificial force pushes down the left side, 
which we may take to correspond to migcs, it may reasonably 
bo maintained that the average position of the left side is 
lower than it w'ould have boon unthout such interference, in 
spite of the indisputable fact that the force of gravitation is 
constantly tending to reinstate the position of equilibrium. 
Wliat Unions claim to bo able to do, corresponds to applying 
frequent and stronger pressure on the right-hand side, thus 
causing profits to yield the higher level to wages ; so that £hp 
average le vel jaf .j-agcs.-nartiallv-sustained..bY_f riction-^tluch 
.will^ow..act.foE .tliem,- -wilL.bc-higher-inBtead.o£.lowcrjthjan 
iMlie-forces of. demand nnd‘supply'notod-witli.porfcctirccdom. 

§ 5. nicy^tliercfbrerBcrfhomsmvcs'to.inBist^naJJfCommon — 
. R ule ” nccord infr _to— •which-nll-perBons_wJio-do - The '' — •""" 
-similar.wotk shall -receive thojsamO'Tate of -pay- 
jncuVwlicthor measured J)y_i'.time ” w b)' “ the -pieca” They 
desire to standardize pa^'ment in relation to work ; but, os wo 
shall BC(^ not all their measures make for true standardization; 
and some of them, vrhen pushed to extremes, tend to make 
employment more iiregular. 

The chief means at the disposal of Unions for this 
purpose — putting aside for the present the 
modem “ boycott,”— are ,threats-of~witliholding 
|pr_a-^<3me-the -labour whi c l r employeia need in uniom apply 
order tg J-um. ta account iihe. investments. -of-^uSid^tfae 
capital (materud.and<persoaal}*mado-in’^pccta- *"P P*y <■<' >>* 
tisn..of-getting..tliat_laboun They have learnt 
that this threat has but little power when business is 
slack. But when the-4ime.faas come for the trade to reap 
the harvest for which it has been waiting, the employers 
will be very unwilling to lot it slip; and even if an agree- 

24—2 
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input to rosist tlio dcinnnds of the iiioii is made, it wll 
not easily bo maintained, especially if the fruits that they 
might have gathered are l>eing Rnatched up by rivals outside 
of their combination. Unions further hold that the threat of 
a .‘Strike, though less powci-ful when the tide of prosperity js 
falling than when it is rising, miay yet avail ior tho_compnra- 
tively easy task of slackening the fall in the high wages they 
have gained. Tiny claim thus to. secure -an. earlier -rise, -a 
greater rise, and a more pi-olongefl -rise than they could get 
without combination. 

The questions at issue are then — Can Unions really make 
economic friction act for the workman instead of against him 1 , 
Arc the means which they take for this puiposo injurious 
to production and therefore indirectly to the workman? If 
the answers to both these questions are nflinnativo, m the. 
good on the whole greater or less than the evil ? 

§ G. Let us then look nt the answers to these ques- 
Rejoinderby tions given bv titoso.wlio dispute ;tho.power-of 
Unions. UmonS tllUR tOTaiSO-WOgOR. 

They take a jirclimiimiy objection to the common assump- 
1.1011 of Unioni.sts that eases, such os that of agri- 
o^ecuon'to cultuKil labourers quoted above, represent the 
Sin toa”*rric condition of oiiy considerable port of 

tion is stroni; England’s industries. They say that there, arc 
but few trades -in-wliicli-tlie-cmployei's-rcaljy act 
in concert, .crezuthough they- undertake Jto_do„sp; 
and that wlien "an employer secs his way to -making a..proGt 
by hiring more labour .it'tliC“Current-wages'or-evcn.n little 
higher, ho generally finds, means-of-doing-sof and. that_he 
would ahnost invariably, do so were it.not..for..the influent of 
Tradesunions. Por they insist that .the very means which 
Unions take to prevent an employer .from .{laying individual 
workers less than a standard rate, make him -often hesitate -to 
raise the wages of individual men,- when. he would do so,. if 
free ftum tho rastrictions and demands- of the. Union. Thus, 
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BO filv as this count goes, they miiiiitaiii that coiiijiclitioii is 
much more cfFective, at all events in the industrial districts of 
modern England, than the arguments of Unionists generally 
imply ; or, to revert to our previous simile, that the action of 
competition cori-esponds to that of .-i fluid that is only \ery 
slightly viscous. And they go on to assert that that slight 
viscosity is partly due to the influence of Unions. 

It is diflicult to decide how far this answer is valid. 
On the one hand it is .in ngriculture,.„whm-c yjnon.s_arc.j\:eakf 
that we iind.the inost.grounds.iof.Uio.compIaint that cfl iciciit 
and. inellicient workers are paid so nearly alike as to giyc but 
small -encouragement -to energy. JJut.,-on-tUe_Dthei'--lsmiil, 
.■while this evil is dirainishing.iuagricuHuroJindcr.thcinfluonco 
of- the growing inohility and independence, of the lahourer, 
it-is -increasing an, ■somc_ol li-Ciijndu strie.s i n „which,employi'rs 
fwLr_tlmt,.a_concession to (heir best men will he followed by 
further demand of a strong Union on behalf of, ii\ferioii.mon. 

' This is however a side issue : let us i>ass to the main issue. 

§ 7. Lot us look lii’st at the influence of strikes and 
threats of stnkes in a single trade. Jt. is. .clear, 
that, -if- m..anj:_.tnid.e_..the„cniployci-_js. ,to_ jbe oppomaus 
harassed -at all times, .iuid especially -when he Unionsto their 
sees his way to profltahlc business, then business far as a single 
men generally will shun thnt-trade ; unless indeed, 
tidiing one time with another, they are able to 
get from it a rate of profits not merely as high as, but rather 
higlier than is to be got in other trades. For the extra worry 
and fatigue of the M'ork to be done will require some com- 
pensation ; and until they get it, the undertakers will seize 
every convenient oppoi’tunity of diminishing the stakes which 
they hold in the trade. 

.The-relati%m strategic strength pf„employ.or-and-employed 
may-determine.for.the-time-tlie.sl iare s in which the-aggregate 
net..income-nf-the-trad&~i8-'divided ; -h ut the— term s of the 
„di>'ision- will-ioon 'react-oirthe-amountuof-capital-in -the trade, 
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;uid Ihcrcforo on the amount of tljat income wliich is availalde 
for, division \ 

It may be impos-sible to force the consumer to pay a price 
that vill cover these charges : in that case employment in 
tlic trade must decline; and then, in spite of the Unions, 
there will be many men running after one employer and wages 
will fall. 

It is true that if the wares produced by the trade have 
even a partial local monopoly and arc in strong demand, the 
employes may be able, by well-timed strikes and tlireats of 
strikes, to obtain a ri.se of wages at the expense of the consumer, 
and to retain it for a considerable time. But they 'cannot 
retain long a much higher wage than can be earned in similar 
and neighbouring trades, except-by.pennanently limiting the 
numbers in their trade — a case which we have already 
considered. 

Next the claim of a Union to obtain a rise of wages by 
striking or threatening a strike, when the employers are 
becoming very busy, is compared by opponents of Unions to 
the claim of those, who have prematurely shaken down unripe 
apples, to have produced the apples. They insist that, as the 
orcliard would have yielded better apples and with less 
injuiy to the trees that have to bear ne.xt year’s crop, if 
nature had been left to run her course ; so t he_ri se in_avages 
that-belongs-.to-a„period of trade prosperityv-though-itjnight 
not have come -so. soon or h^^’e been so .sharp, -would—have 
lasted much -longer. The Unions boast of resisting the 
tendency to a subsequent fall : but really that tendency, 
it is argued, is in a great measure of their own creation; 
and it need not have been felt for a long while, if employer.'^ 


1 That is, the iiicomo is not n Eciit proper fixed by external coiidifions, 
and permanently available for division among tbe parties interested: but it is 
a Qnnsi-rent -which will bo lessened by every diminution in the indncemoiits 
to keep np the supplies of capital in the trade. Comp. Appendix C. 
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liad been able to give their minds to tlicir work untroubled 
by strikes and tlie nuiiours of tlicni, and if plans could ha^'c 
been made far ahead with confidence that they could be 
carried out, and therefore with but a narrow margin of 
profit. 

So far the rejoinder relates to the olTects of a Union in 
a single trade j and it appears to have much 
force, on the as-sumption that the net efiect of involved in 
Trade-union action is to worry and fret the 
undertakei-, to make his work more difficult and uncertain, 
and thus to narrow his enterprise. 

g 8. Lea\dng this assumption for discussion later on, wo 

may follow the course of the argument when 
m 1 . . . 1 , ° 1 , Rejoinder by 

Trade-unionism is supposed to be extended to opponents of 

.aU the chief tnidc-s of the country. Capital jind main"claim as 
Jbusiness-jKiwcr paonot-then- take-refuge-from-the to waces in 
inj urics-of " Trade-unions— by— the-comparatu’cly 
easy mcans-of- drifting- into-adjoining-tradns. 

ButatJisj5till-true-lhrtt-<i-rise-in-a\'ages,'-if-obtaiuedLat_tlio 
oxpcnsc_o£-profits,~is-likely.-to.diminish-tlie-acouniu)ation aiul 
to promote 'the 'oinigi-ation-of -capital ; and that it may 
diminish the enterprise of business men, or at least of such of 
them as do not emigrate with their capital. It will thus 
tend both to diminish the National Dividend, which is the 
source of all wages, and to lessen the competition of capital 
for the aid of wages. In both these u'ays the rise of wages is 
in danger of bringing about its own destruction. 

This old argument has both gained and lost strength in 
recent times. On the one hand migration from one country to 
another is becoming less difficult both for c.apital and for the 
employing class ; and, if England should ever cease to be an 
eminently desirable country to live in, a small fall rejoinder 
in. the rate of profits below that obtainable else- is'partiy 
where ^vith equal trouble and worry, would cause weaker*^than 'it 
so great a lack of capital and business power, that was. 
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Ilu; Avoi’king'clasKe.s 'would be compelled eilhor to jji’ovide tl)e.so 
requisites of production for themselves, or to submit to such 
low wages that they would .SOOT J\vant. t^p_cmigi'atedn -pursuit 
of the capital aud-business power. But on the oi-hor baud 
every country has industrial troubles of its own ; and, so long 
as Englishmen meet theirs in as brave and conciliatory a 
spirit as any other people, the owners of capital and business 
power will have no strong inducement to seek other lands. 

Again, though -the dgpendcncc_of.Jndustry .on..u,.larg(‘ 
supply .of- ca]>ital is constantly increasing, yet the influoneo 
which the fall in the rate of intero.st exerts in checking 
the accumulation of capital is a little less important than was 
formerly supposed. 

And again though,„pj'ogress •depcnds.-ey.cr_ morc-and. m<>re 
on the energies of busine.ss -men, and though some of them 
might slacken their edorts a little if the Earnings of Manag(!- 
ment were lessened; yet the growth of wealth and intelligence 
are constantly uicreasing the numbei s of those who would do 
the work of business management with great vigour for a 
moderate I'oward, so long as they could )•etain their full freedom 
and responsibility, and all the excitements of the chase. 

The I'cjoinder of the o])ponents of Unions proceeds : — ]f it 
But there re- conceded that the National Dividend would 
mainsa power- bo jnucli Icssoucd at ojicc by a general rise of 
in thc^baek-* Wages obtained at the c.xpense of profits ; and 
around. labour, getting a larger share of a Dividend 

but little diminished, would be a little better ofl' for the time ; 
evezi llien it has still to be considered that this diminution 
would be progressive and cumulative, unless the lise in wages 
exercises some compensatory effect. Thus if in one year the 
diminution of profits causes the stock of capital to be one 
per cent, less than it otherwise would have boon, this loss 
will liaA'c increased to about tvm i)or cent, at the end of 
the second ycai-, to about three per cent, at the end of the 
third yeai', to about ten per cent, at the end of the tentli 
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year, and so on. But this cannot go on for long. JEor 
.•while ... the. . losK_,.incjrenscs st e.a{lily__ycar— by— yearr-t hern—ivjll 
.be -Jio. corresponding-increasc-in -the-julvantago-^vdiich—coiu- 
-biuation-givc5“tD~labourerft-in-thcip-J>argaining; and sooner 
or later the competition of capital for the aid of labour 
in production will be lessened ; wages will fall, and will 
piobably go on falling until the removal of the causes which 
lessene<I the supply of capital, and therefore the National 
Dividend’. 

It is theu- clc:ir-that'i£-a-risc-of-'Wiigcs_is-obtaincd-simply 
at„thc_cxpon.se_of-profits,-if-it4oiv.crs profits-without oxcrtuig 
any_.compensatory efTect-on .the IJational Dividend, -it-mu.st 
.be self-dcstruetive-in-tho-long-run. It must lead in time to 
such a scarcity of capital and of business power that the 
National Dividend will be insufficient to aflortl high wages to 
labour, even while capital is getting a low rate of interest! 
and business power is receiving low Earnings of iManagementj 

g f>. Tlius the main issue between those who do and those 
who do not think that Unions can permanently The main issue 
raise wages, resolves itself almost cntirel}' into the resolves itself 
narrower question whether the latter are right question 
in assuming that there is no important compen- whether Union 
satorj' eflect to the injuries which some forms whole lessens 
of Trade-union action inflict on production; that 
the net effect of the action of Unions is to hamjior business 

' A fall in the rate of interest from say three to two per cent, would cut off 
a good deal from the savings of some people. But those of others would ho 
very HtUc nticeted by it (sco Book iv. Ch. vn. § fi), and therefore the percentage, 
which this lowering of the rate of interest from three to two, took from Iho 
stock of c.apitnl in successive years would slightly diminish. In fact however 
this correction is much less important than one tending in the opposite 
direction. For wages could not he kept at their rni.scd level without throwing 
a continually incrc.asing hnrdcn on profits; and therefore the diminution (or 
check to the growth) of the National Dividend would he greater in the 
second year than in the first, greater in tho third year than in the second, 
and BO on. Further, a fall in the rate of interest promotes the use of 
machineiy, and tends to increase Anxiliary-capital at the expense of 'Wnge- 
capital, and flius slightly to lower wages. 
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;ui(l lcs^'*n producrion. Let us tlieu nddress ouraelvcs to tin's 
iiarrovof question. 

On the side of Unifins it. is contended : (i) that the aldest, 
Unionists recognize the general solidarity of their interests 
^vith those of the employer, and so far from needlessly 
hindering him in his husiness, do all that they can to make it 
-a-orlc easily, smoothly and certainly by every means that is 
compatible with their retaining their strategic advantages in' 
bargaining; and (ii) that their action as a whole tends to 
improve tlie character and increase the elliciency of labour, 
that this influence is cumulative, and that its benefits out- 
weigh any harm Unions can do in checking the growth of 
the material means of production. Let us investigate these, 
picas. 

§ 10. Firstly as to the evils caused by strikes. -Stidkcs- 
Strii:cs nrc oftcu rognrded“n.s-pccnliarly--the-results 'of 

ncncra'iy dis- Trado-unionism. But, .as lias.already.beon shown, 
the best the better organized-a Union i.s, the smaller is-the 
Unions. cbanco that a local quarrel will mnture -ijtb)-{i 

strike. And though wheti a strong Union docs strike, the 
contest is likely to be a long one ; yet the unwillingness of 
employers to try conclusions with it, and the prudence of 
the oflicials of such a Union, together with the fonn of its 
government, tend to diminish the number of strikes. 

Strikes are of coui-sc e.vpensivo. But too much attention 
The direct been paid to tlic direct c.xpenso which they 

expenses of causc to both sidcs, and porh.aps even to the 

sm'alilm-' ° occjisioiial privation which they occasion to the 
portance families of the employed. These evils obtrude 
themselves on the notice of every one : and no doubt they arc 
great. But they are not great relatively to the immense issues 
at stake. They are not even great relatively to the uncer- 
rciativciy to taiiity and friction which strikes bring into busi- 
thc policy ness. T.t_is_therGfore_tha_cicneral poliov-of-Jihe 

which they TU ^ c 

support.- Unions, morc-than tlic direct e.xpenscs-of“tho 
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ocaisional strikc^by. -wliich^Tiey enforce Uiat policy, to' "which ' 
wemnst'twrn. .our .attention 

§11. We may then pass to that part of Union policy 
"W’hich consists of fixing a minimum (local) rate ^ mini- 
of wage, and making it so high that it practically mum wage is 
becomes the ordinarj’ rate. Unionists contend cvn”to”’the 

that this, while essential to enable them to bar- ;Jc='>nc 

. , , , . employer; 

gain as a body with the emploj'cr, is not an un- 

luixcd evil to him. It saves him. trouble. and anxiety to be 
a.bJe„to.buy his labour, just .as it ciocs.to Jiuy-his raw material, 
at-wholcsalo prices iJar lhcirJic-e(ui-be_sur.o_ihat_Jio-neigh- 
bouring. competitor is_buying'thein-nt-a.-lowcc_piicc-aiuLthiis 
preparing to sclLthc Jiiiished-commotlity-moro-chcapl^’.tlum ho 
can..a{roiTl to. What public markets do for the fair-dealing 
employer as regards raw material. Unions do for him, it is 
maintained, as regards labour. 

Cut unfortunately this is not quite true of labour when 

hired by time, because the labour is not sufii- ,, 

' its evil arises 

cienfcl}* graded'. At present, no doubt, the most chiefly from the 
incompetent people of all are excluded from mudrin 
Unions by the rule that Jij:aiididate_foi:_admis- ab''>‘y “nd 
sion~mu5tn7rcrrc~that-lie-is-eapabIej:) f earni ng the 
localTiiiinmurn'Tate--of--ivages^ But to begin with, that is 

1 Tlicre is of course no ndvaiitoRO in conipiiring the expense of nny particular 
strilie with the total direct gain to wages of any that follow after it: partly 
because the events that follow the strike, may have been duo to other causes, 
and partly because a strike is n inero incident in n campaign, and the policy 
of keeping up on army and entering on n campaign has to ho judged ns n 
wliole. The gain of any particular battle is not to bo measured by the booty 
got in it : and ovon-defoat-ih^UT proof tlmrihb"Gciieriil-wns-wrong-in-not 
.submitting_wiUuuil_ii— battle. The cost of strikes is discussed "ndth full 
statistical detail in Mr Bnmctl's excellent reports on the subject to the Board 
of Trade, and in several Reports of American Labour Bureaux. 

- Compare Book v. Ch. i. § 3. 

8 Some weight must bo allowed to the claim of the Unions that young men 
are stimulated to exertions by knowing that they must work up to this 
standard. Bat it is not always a very high one ; and, no doubt, somo men, 
when they have attained it, exert themselves but little to get beyond it; being 
not nuwihing to draw largely on the out-of-work funds of their Union. 
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only nt llio dato of ))i.s .‘iclniission : and for this veiy reason 
admissions lo Unions are most numerous -when trade is good, 
and -wlicn men rather below the average are for tlio time 
worfli the standard wages. And further men vaiy as much 
in their willingness, as in tlieir power, to exert themselves to 
do a good day’s work for their wages'. 

A conceivable remedy for this could be found by the classi- 
This could be h<-'ation x)f-lhc Workers ju cacli, trade iuto-several 
lessened if the irnidcs, with a minimum (local) rate for each, 
ed more ciassi- Of com-sc leamcrs always have .special rates, and 
fication; Uiiioiis allow old 111011 to woik below the 

regular rai('. But most Unions are opposed to carrying the 
classilication further than this in the same branch of work; 
partly because they fear it might enable the employer to 
bargain with his men as individuals under the cover of offering 
them work in a lower grade. 

The difficulty is a real one ; but perhajis Unionists would 
make greater efforts to overcome it, if they realized fully how 
. . . , . much it diminishes the National Di-vidend, and 

which would ’ 

diminishin- therefore in the long run the average wages 
cmpi^ymcnUn throughout tlio countiT. For even when trade 
the trade con- itj brisk, there are some men who need a stimulus 

cerned and . . i , , i . 

therefore in to exertion closer at hand than the fear of being 

others. employment when trade declines; and 

when it does decline, the employers have to dismiss more 
men, and to dismiss them earlier, than would be necessaiy if 
their wages were graded accoi-ding to their efficiency. The 
full extent of this evil is not readily perceived : for men look 
chiefly at their own trade ; and they think that, if there is 
less done by one set of men, there will remain more to be 
done by others. '\Miile some fall into the ever-recurring 
fallacy that there is a fixed 'Vi’'ork-Fund, many forget that the 

1 It is commonly said by employers that ordinary men vill do more than 
half us much again -wlien they have a direct interest in their work as when 
they are paid by time. 
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dcmnml for tlio goods and services of each trade and im»- 
fes<iinn comes solely from the products of other trades and 
])rofcssions, and depends solely upon their activity ; and that 
therefore by cutting short the period of activity of one trade, 
they tend to throw others out of full work sooner than would 
otherwise have boon iiecessaiy; that thus trade depression 
spreads and causes further interruptions of work, wliich again 
act and react on other trades. In fact, while the growing 
expensivoness -itf nuidiinctj anti the. growing. breadth -mf 
markets give - rise- to.attDngJbrees-constant ly^lcudiug. towards 
.? iioron^cd jxigukuity -otumploymcnW -thc-hnst-e-of -some U nioiis 
to put thcir.mininuini.ratcjo£lwagcs aJit-tlc too high f«>r those 
men -whom .the einployiw Js Jiot.very anxious- to haro-except 
in,pros])cronsJimes,.is.uiiu of the chief, modern hindrances to 
settled conditions_nf j\vork‘. 

§ 12. TIio system of pii*cc-work is sehloin fouiul tit the 
iincst and Wt of industrial relations. ’J'lio most careful 

> It t-konld Imwercr lie noticol tirat tuon.r rninim mlniit of clnssUicatioii to 
this extent timt the variations in tke niiuimuu waftes dcuonded by ttic 
diffcnait loco! limndirs are very Rreat. Tlicrc is no univenwl rnlo; bnl the 
Crneml rale h tbat tbe niiiiiina arc kiRliest in and near Jximloii, and next 
in the innniifactarinf: dhlrirt!i; and ttet they gradnally decrease with (ho 
itS<tnnec from any jirroat conlro of the trade whore a liicli Maiidatd of work 
is needed and paid fur. Tims tlie Amalcnmated Society of Carpenters and 
Joiitcn rcpnrtcil in ISSS uuniiiia of S(b. in I’cnzancc, S3*, in Banistaple, 25*. in 
Tannton, Srt*. in Bath and tVoreeafer, 81*. in Btibtol, SG*. in Birmingham and 
Manchc^ter, and 43*. in some London snliiirhs. 

Wlieie tlio wage* am high, tho staiiilanl of efficiency which a man most 
attain in ontcr to cam the current wages of the distrirl is high. If then a 
incmlior of the 'Cuioii at Bristol cannot get 81*. a week, be will Iw forbidden to 
work for los there, bnt tho Union will pay the expense of his going, say, to 
Tannton where he will lie nhio to get employment at the enrrent wages. On 
tho olfacr hand an cxreptionnily ahlii carpenter in Tonnton is likely to migrate 
to Bristol or London to get higher wages. By thus sending ineffleient men to 
places where the standard of efficiency is low, and indirectly at least helping 
efficient men to go to places wlicro it is high, UnSoDs tend to porpetnate 
local iiieqnnlities of cfficioney and thcrcfiiro local incqniliUos of Timo-woges. 

A proposal h now under eonsldomUou in some Unions representing largo 
trades lo admit a littlo more dasaiOeatlon even with regard to members of the 
same Branch, in order that a huger percentage of worhers may ho eIi{^h1o for 
admission lo tho Unions of their several trades. 
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and artistic work can .*!eldfim lie mca.Mii'Ccl by it : and in 
Piece-work is t^'dos, especially small trades, the work 

not suited to all varies SO mucli from bench to bench and from 
trades. regular tariff can be derised; 

and piece-work dcgeiiccatcs into contract work, in wliich 
the individual wtirkinan has l<» ba^ain .alone, with hi.s 
oiniiloyer. 

But in the majority of trades, the various h'lsks can 1 k‘ 
But in others it accurately; and when a list of prices for 

has Brest ad- them i.s agreed on, the employes grade themselves, 
vantaecs. present an unbroken phalanx in bar- 

gaining u-ith their eniployoi's. Piece-work adds to the wages 
of the industrious workers; and it checks those habits of half- 
hearted work, which flourish in every rank of life where the soil 
is favourable. In many trades however for which it i.s ajipa- 
rently well suited the Unions either prohibit it, or at least 
avow dislike to it. 

Tn some cases this is caused by an undue eagerness of 
certain employers to reduce piece work rates 
Ukc to* ***** when they have thought tlicir men wore taking 
too much money home. Some workmen oppose 
it because they desire to take things easily, and have perhaps 
a latent dislike to be graded according to their merits. And 
some oppose it because they think it makes work scarce, 
by inducing men to get through more of it than they othcnvisc 
would ; and bci*c again come in the combined effects of a little 
tradc-scliishncss, and the fallacy of the fixed "Work-Fund. 
Perhaps- these imperfections jo^Jinraon-naturej.nithcr .than 
Unions not ^“ioiiisra, are furtheu,to be held-responsible for 
specially «- whatever ground there may-be for the complaint 
^onsibiefor Unionists urge their fellows not to 

exert themselves over-much and absorb wqrk^that 
others might be 'glad .to do'. 

^ This is not effected by gcucml rcgolations; but in sonie workshops 
Unionist and Xon-nnionist alike, social pressure is brought to bear ou any one 
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§ 13. The old doctrine that wlicrp then* is n will tliere is 
a wiiy, i.s well illuslmtcd by the success with 
which those Jxadcsr-1biit,-«rc-mucb -subject to m”ch object* 
tlic>bnicing.Actiun.oLforci"n.compot-it-ifm. Imvc 
grappled with the difliculty of tn.ikiiig Union 
action ciTectivc on lx:linlf of the einploycfl, and yet neither 
generally voxntinus to the employer nor expensive to the con- 
sumer. The tmdes wliich make largely for foreign inarkcts 
arc more nnifonn in their methods of organization than 
many others. They not only buy their materials but timy sell 
their products vci^’ much in open markets ; and si)ccinl trade 
coiuicctious and trade secrets are, os a rule, of 
comparatively small importance in them: and adoptniT 
these conditions have of course facilitated the 
minute cla-ssification and grading of diflerent 
t.isks. But there have liccn more powerful causes tending in 
the same direction. For a quick nemesis has followed on an}* 
I quarrelsome or obstructive tendencies that have hindered in 

wlio works so liiud ns to s ct n ntnmtnnl of work bicker tlmn the oUiers like ( 
milt no donbt tbc ptexenre of n Union clraciil may iiicrcnm tbis pressure. 
Acain n foreman, if n member of Ibo Union, in eomctimi!!! apt to conceal Uio 
faniln of Unionins, and to give them nn nndno prcfcrenco over nbler 
Kon-nnioiiinta. The control of n bmnrb of a Union has occavionnlly got 
Into tbc bonds of men who bnvo used its msebinmy to obtain full wages for 
TCiy little work; and tbongh such eases arc rare, tbo miscbiCf vrbieli they 
canso is iicrhaps greater than tliat due to oUier ktnda of Union action wliicli 
bare attracted n l^cr abaro of pnblie attention. 

Tliere arc general ndes against working overihno ; but as was indicated in 
the last Cliaptcr, it moderato in cbanictcr,tbiy promote tbo ciBcienqr of tbo 
worker, and me not injurions to prodnctiim in Uio long mn. Overtime is 
somotimes forced on an nmriUing cmployor by the resolro of some strong and 
able men to get vciy high vroges at any cost. They nro jnst tbo men on whom 
' be can depend most in a dilB^ty ; so be is nnxions to retain them; and tbeir 
indMdnnl demand for orertime overrides tlio coUcetivo iqipovition of the 
Union to it. 

Some Unions bnvo bard and adiisb ndes UmiUiig vesy aamwly indeed 
tbo nnmber of apprentices, and other loaraen. Tbo effects of sneb limitations 
bavo already been disenssed. But it sbonld bo added that In some eases Uioy 
are pronipted, ihimgb not jnstifled,b7 tbo action of some employers wbo get 
bod work done at low wages almost psclnsivcly by leamera, for whom they do 
not endenvonr to moke aiiy piavision at tbo end of their tlmo. 
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any way, direct ox* inclirecl, the full cflicicncy of the huninn 
energies mid the inntcrjnl cnpitnl invested in the trade; and 
any.injuiy that a union may, c{iuso,.to the employers, not being 
capable of being passed on to the consumers, acts quickly on 
the supply of capital in the trade; and therefore reacts quickly 
on the wages of the employexl. 

In trades that are lm*gely subject to foreign competition, 
and employers *'*‘"*vfore, thosc uiiiou otTicials wlio most fully 
and employed realise the fundamental solidarity between the 
eo-operate; interests of cinplcycrs and employed, and who 
oppose all demands which would needlessly hamper production 
or inflict loss on the employers, are those whose advice is 
found to bear the test of cxpericnco Ixest; their influence 
generally incx*cnscs, and their character spread.s itself over 
the Union. Meanwhile similar causes tend generally to bring 
to the front tluisc employers who give tho most moderate 
and prudent counsels, and whosis rRlation.s with their employes 
are iiuist cordial. 

The workmen in these trades were the first b) w’cleome 
ond form machinery, and to accept payment by the piece. 
Boards of Aiul tlio cmiiloycrs in these trades were the first 
Conciliation. welcome Trado-unions, to enter into negotia- 
tions M’ith them, and to arrange conjointly with them Boaixls 
of Conciliation. In these Boards an ctpial 'iiuinbnr of repre- 
sentatives of emploj’ers and employed meet on equal terms ; 
they discuss now the minor details and now tho broader prin- 
ciples of wage-jirrangonients xvith reforenco to the current con- 
dition of trade ; and when they can ngi*ec, us they generally 
can, their decision is in cilcct binding on the whole of their 
trade in their di.strict. 

The character of their agi'eemcnt vax*ies with the nature of 
the trade ; but in all cases they aim at gi*aduating the pa}*mcnt 
to the diilicalty of each particular task, taking account in some 
cases of difibrenccs in the character of the raw material sup- 
plied, and in othera of tho delays caused by woi'king with 
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machinery that has not the very latest improvements. And 
in some trades they arrange lists of the prices to be paid for 
each of many tliousand different tasks’. 

Arrangements of this kind, and even the much less satis- 
factory expedient of occasional appeals to Arbi- 
tration, do not work easily without the aid of unionsofun^* 
strong organization on either side. Little„but ^t^bLiness” 
mischief-indeed-comes from a weak Union, always 
ready to interfere^ but seldom-able-to-secure the faithful 
cavrying-out.of^an^ agreement* to which -»its„own^fficers_hayg 
been a. party. Bu t a s trong Union, guided by_able-and-far- 
.seeing-men-who-have-a-gravwsensB-of-responsibility, is found- 
.to-enablira'few minutes’ 'quier'c'hnversationjtoisettlejnnumer- 
jible_petty,£iisputes..that in.old-times-would,haye caused,much 
delay-.and worry.and loss-of-mutual-good feeling.- And, when 
the time comes for great changes in wages either way, the 
case is argued out by those who know exactly what are the 
real points of difficulty; and who, though there must be in 
the background an appeal to force, will yet have recourse to 

1 In the coal and iron trades these payments are sometimes made to vary 
by a Sliding Scale with the price of the product. The standard price and the 
standard wage are usually taken as those prevailing at a date at which the 
condition of trade is recognized by both sides to have been normal ; and it is 
agreed that for every rise or fall of the price above or below its standard level, 
wages should rise or fall above or below their standard level by a corresponding 
but generally smaller percentage. The percentage is generally smaller to 
correspond to the natural and beneficent tendency of fluctuations of wages to 
be less in extent than those of prices (See Book vr. Ch. vui. § 6). The 
SHdiog Scale, when working at itsj>est, arranges thatihoseJnflneTioes which 
short-^period fluctuations in th£Lprice.of_a commodity are bound to exercise, 
on.tha.curreutj!vnge8.o£.the4al)oncJby_whjchJ;hey,are.made. sliau wprk^tnem- 
,selves (fflt-smoothly and easily But the basis of the Scale needs to he 
changed from time to time to correspond with altered conditions of trade, of 
production, and of the labour market generally. These changes at rare 
intervals give eSect to the influence which the supply price of labour exercises 
in long periods ou the price of the commodities raised by it. There are 
however special difliculties connected with Sliding Scales, some of which arise 
from the fact that in many of the trades to which they apply, foreign compe- 
tition is only a partial regulator, and something approaching a local monopoly 
is not rare. 
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industrial war only as a last resource. In such trades we may 
conclude confidently that Trade-unions on the whole facilitate 
husinoss’. 

.§ 14. Other trades in which many able employers are not 
AstronjrUnion sorrj' to be confronted by a fairly strong Union, 
is often on the those ill which the labour is not highly 

whole helpful i i ^ 

in n trade in skilled or specialized ; and the einployei’s, know- 
not'be^ometoo ing that in case of need they can brbig in fresh 
stronE. labour from a distance, have no fear of losing the 

efl'oetive control of their own busine.s.se.s. In such cases the 
able and prudent Union leaders, having the confidence of 
their followere, and being able to make practically binding 
contracts on their behalf, may save more trouble and worry 
to the employer in small questions than they cause in large 
ones ; and they are more likely to hinder than promote such 
aggressive action as would force the employer to e.xtreme 
measures. !Many of the firms engaged in these trades are 
lai'ge, and use much fixed capital ; they buy and sell evciy- 
thing in lai'ge quantities, and would be willing to pay a 
little extra for anything, labour included, to save them- 
selves the time and expense of making many detailed bar- 
gains. Biifwllile -the-employci's -in-suclr cases may- welcome 
the 2 >i’esence of a Union so -long-as it remains of moderate 
strength ; their attitude would quickly be changed' if any 
great measure of success should attend the endeavoui's that 
Trade Are now being made in these very trades to revive 

Federations, extend old projects of Federation of Unions, 

and to make them irresistible by the use of the modern... 
weapons of sympathetic strikes and boycotts". 

^ In some trades an employer ha^-ing gromtd of complaint against one of 
his employes not unfrequently appeals to tho Union secretaiT ; and ho liaving 
investigated tho matter compels tho worlnnan to make good his default under 
penalty of losing tho support of tho Union. 

2 An interesting history of earlier attempts at Pederation os veil as of 
Trade Councils and Trade-union Congresses is given in 3Mr Howell’s Conflicts 
of Capital and Labour, Ch, x. Tbronghont it nil we find e\idence of the high 
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§ 15. Tlie_diRturbing~effectS’Of .Trade-uniou— action are 
- probably, seen, at -their^-inaximum— in. jbrades— which, have ’a 

edncntion that Unionists are flci-iwng from all these various forms of 
association. They help different trades to enter into one another’s difficulties; 
to bring to bear on one another the force of a public opinion, vhicli, though 
often one-sided, is on the ivholo beneficial; and lastly to smooth away any 
qnaiTels which may arise between different trades, especially witli regard to 
apparent encroachments by one on another’s prorince, Por such quarrels ore 
as frequent among modern Unions as they were among mediaeval Gilds. The 
chief discussions at Trade-union Congresses have however related to Industrial 
Legislation ; on vfhich they have exerted a gi-eat, and on the wliole a beneficial 
influence. 

It is too early to foi-m a sound judgment of the more ambitions new schemes 
for Federation. Under the guidance of able and resolute men they change their 
shapes rapidly to avoid first one -difficulty and then another: it is possible they 
may attain a power, that would at present appear fraught with some danger 
to the State, and yet use that power with moderation. If so, they will doV 
much towards changing the course of industrial history. For they aim at 
little less than controlling the general conduct of business in the interest of 
the workei-s, just as much being allowed to the employers (that is to capital 
and business power) as is needed to ovoid greatly checking the supply of 
capital and the activity of business. 

The method by which they propose to attain this result is generally to 
submit every dispute to the supreme Councfl of the Federation, who are em- 
powered— in some cases subject to the explicit consent of the several Unions 
—to declare war against the firms which resist them decrees. The council 
may, for instance, order that the Federated trades shall not handle any goods 
coming from or going to those firms or even that they shall not work at all 
for any employer who refuses to cease dealing with those firms. The policy 
which they propose is one requiring great judgment and self-control ; qualities 
that have not been shown in some of the recent ventures of such Federations 
in America, Australia and England. Bat men learn by experience. 

In some recent schemes for an nlliance between Co-operators and Trade- 
unionists m England, it has been proposed that co-operators should buy no 
goods that did not bear a Trade-union mark. It is certain that at present 
the worst conditions of labour are generally found among those -who are 
making goods for the consumption of the working classes themselves; and it 
is quite right that they, and other people, should ns far ns possible avoid 
purchasing goods made under Uiese conditions. But it is a strong measure to 
put it in the power of a Union to destroy the trade of an employer on the 
ground that he does not conform to their requirements, without making sure 
that those requirements are such as it is to the public interest to enforce. 
Errors of this land will however correct themselves in time. And meanwhile, 
togetlier wth some little hai-m and perhaps injustice, good will be done by 
an attempt tliat calls the attention of the working classes as consumers 
to the ultimate effect of a policy, of which they are apt to see only one side 
when they approach it as Trade-unionists. 
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monopoly-of-some special,skill,-and are not -much -influenced by 
Effects of com- Competition. It is in some of 

binations in these traoes that a bad use of Trade-union forces 
much\ubject most likely to show itself, a use that injures 

to external employers in the first instance, but in the long 
competition. p , i-i,- 

run IS chiefly at the expense of the general public. 
And indeed it is true now, as it was in the time of the old Gilds, 
that in a trade which has any sort of monopoly, natural or 
artificial, the interests of the public are apt to be sacrificed 
most, Avhen peace reigns in the trade, and employers and em- 
ployed are agreeing in a policy, which makes access to the trade 
difficult, stints production, and keeps prices artificially high, 

§ 16. So far we have discussed the influence of Union 
action on general wages, with reference to the question whether 
on the balance it renders business more difficult and uncertain, 
diminishes profits, and lessens the supply of capital and the 
energy of business men. But we have not yet considered the 
strongest grounds of the claim made by Unions that they do 
not on the whole lessen the National Dirtdend, and thereby 
bring into action forces which will render futile their efforts to 
raise wages. We have still to consider that the , strongest 
But Unionism claim.of Unions to sustain wages depends on- the 
must be judged influence ..they..jexert .on— the character of ..the_ 
influence on*^ workers_themselves ; though their position is not 
of the^’wortcr's Strong as it might be made by the abandon- 

ment of all regulations and practices which 
needlessly limit the number of learners in skilled trades, or 
tend to deprive the workers of a good opportunity and a 
strong motive for exerting their best abilities to the full extent 
that is compatible with a due amount of rest and leisure. 

It is true that Trade-unionism has already done much of 
Unions foimd work in this direction. It found even, the 
many workers artisan with but little independence and self- 
gavr^c^mseif- respect, incensed against his employers, but with 
respect, well-considered policy for compelling them to 
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treat, liiin as an equal who had .soinothing to sell that th(!y 
wanted to buy. Tliis state of thing.s would in any case have 
been inucli modified by the increase of wealth and of know- 
ledge ; whicli, together with tl»c ce.ssation of great wars and 
the opening of oiir markets freely for the workniaTi’s food, 
would have taken avvay much of that want and fear of hunger 
which depressed the phy.siqiie and the moral character of the 
working clas.se.s. jJnions ha ve bcen,_at_onc(}. a_cdiief product 
and a_chief. cause. of this.con.stant-elevation of-tho Standard 
of Life : whore that StandaTdisiliglfT'UjiiotSK'have sprung-up 
natujmlly.; .Avherc JZnions_,havc.bcen -strong, ~thoSt<indard- of 
Life has generally i-iscnj-and in England- to-day few skilled 
worker s arc dc pr c-s.scd and o ppressed *. 

But there still remain trades in whicli fijieciul causes have 
lowered the independence of the workers and 
induced thorn to submit to conditions of hire 

suit n few 

and conditions of work, which constantly press trades in v.hici> 
them douTiwards. Selling their labour with- 
out any oficclivc rc.servc to employers among 
whom there is hut little eflcctive competition, the}' have nob 
partaken in the general progress. Kelatively, if not abso- 
lutely, the price of their labour has fallen : and yet it is not 
alway.s cheap to the employer; for long yejirs and in some casc.s 
long generations of poverty and dependence, without know- 
ledge and willioiit sclf-rc.spcct, have left them weak and 
unprofitable workers: and it_is.in^rel!itiqn to-tliesc-classcs 
that Tradc-imionism is doing-itJj-mostJinpoi±ant_wnrk'among- 
thejircsent-generation-ofJEnglisluncii. 

Its work has been Biiccessfiil in proportion as it has 
resisted the temptation to go counter to the economic force.s 
of the time; and has directed its chief efforts to giving men 
<a new spirit and a trust in and care for one another; and 

1 TUI recently -workinen snffcrcti luncli liarJsliip mid wroiiji from some bnd 
masters, 'UnionB have checked Uiis partly hy cxplnluing the law to tho work- 
man and putting it in force for him. 
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inciting tlieni to avail themselves of those economic foi-ccs 
that can be made to work on their .side. 

Tims for instance under the old regime .at .some of the 
_ , ^ London Docks, the inevitable uncertainty of 

Labour at th ’ 

Docks under employment Avas increased through lack of due 
the old regime, consideration; men avere kept avaiting about 
needlessly for the ch.a'nces of an odd job, till their spirit 
avas gone ; they turned their little earnings to a^ery bad 
account, and they avere at once among the most miserable, 
and the dearest avorkers in'the country. A Tr.ade-union giadng 
them some confidence in themsela*es and their felloavs, insisting 
on the removal of conditions avhich avere very injurious, and 
finally appealing to public sympathy for funds avhich enabled 
them to put a reserve price on their labour, avas able 
to gia'e them a avonderful start : and though they have 
not in every case knoavn hoav to use their anctory avith 
moderation and avisdora, they are now on a higher level than 
before. 

There is an almost equal avasto of human life, though of 
So called another kind in some other -industries,, such as 
“Sweated” nail-making, - and— hand-sewing, in avliich old- 
fashioned methods vainly struggle for life. These 
are the industries in aa’hich the evils of the so-called saveating 
system are greatest, and the workers are most helpless. The 
forces of the time are moanng them sloaady on to better methods 
of avork, and therefore higher avages : but, if they could take 
combined action, the movement aamuld be hastened; and the 
groavtli of Tnide-unions among them would be partly a insult 
and partly a c.ause of their rise from their present loav state 
to a higher one. 

§ 17. Though there is no longer room for Unionism to 
There is much render services of this order to skilled avorkmen, 
can^mrtender l^liere is Still much that it can do even for them, 
to the moral Unions all can,- and-most-of them- in fact do, 
the workers, Gxercise an - elcamtiug. influence by punishing 
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any member who condncta himself badly, -or who is frequently 
out of employment from excessive drinking. There is much 
moral strength in the esprit dc corps that makes a man anxious 
not to bring disgrace on his Union, and in the just pride 
with which he contemplates the provision that its Benefit 
and Provident Funds make to secure him from needing the 
aid of public or private charity. 

The better the influences Avhioh Unions exert in these 
l espects the more .likely is any increase of wages 
tliat they mayobtain, to be turned to account in they 
promoting the industrial efiBciency of the present 
and -the -coming generation of workers. In so permanently, 
far as they do this, the Unions have an effective 
answer to the argument, recentlj’’ given, that any check to the 
growth of capital caused by a rise of wages at the expense of 
profits is likely to be cumulative. If they do what they can 
to make -labour hono-st and liearty, they can reply that an 
addition to the wages of their trade is.as likel}' to be invested 
in the Personal Capital of themselves and their children, as an 
increase in profits is to be invested in Material CapitaL: that 
from the national point of view pei-sons are at least as re- 
munerative a field of investment as things ; and that invest- 
ments in persons are cumulative in their effects from year- to 
.year and from generation to generation! But this answer is 
not open to those Unions, or branches of Unions, that in effect 
foster dull and unenergetic habits of work. 

§ 18. It would be a great gain if the net influence of 

Unions on wages could be clearly traced in 
, . Difficulty of 

histoiy. But this cannot be done. For many ascertaining 

of the most important effects of Trade-union unffins'^by di-*^ 
action are so remote from their causes as to rectobserva- 
escape notice, unless they are carefully sought 
out ; and even then they are so intermingled with the effects 

1 See above CU. iv. §§ 1, 6. In England, and to an even greater extent in 
America, tbe material savings of working men are tliemselves considerable. 
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of other and, in some cases, more powerful causes, that their 
true meaning is not easily read! 

Let us however consider the relation of Trade-unions to 



some of the broad movements of wages noticed 
in the fii'st lialf of the preceding Chapter. Trade- 
unions have been stronger in England than on the 
Continent, and in America; and wages have been 


higher in England than on the Continent, but lower than 
in America. Their strength in England was partly due to 
that force of character, which was the chief cause of the 


excess of English over Continental wages. Their weakness 
in America was partly due to the very causes that made the 


wages of the American working man so high ; viz. his restless 
enterprise, his constant opportunities of bettering himself by 
changing his abode and his occupation, and the abundance of 
land on which he could settle as an independent o^vner. The 


highest wages of all that the world has known have been in 
some parts of Califomia-and Australia ; but tliey were due +o 
causes which excluded the action of Unions. G-radually real 
wages in those places have fallen perhaps not absolutely, but 
-relatively to the rest of the Western world; and in their 
desire to retard that fall, men have betaken themselves to 


Unionism of a specially active and adventurous character. But 
it is not easy to decide whether in so doing they have not 
cliecked the growth of wages by retarding the influx of 
capital, as much as they have increased it by modifying in 
their own favour the distribution of the joint product of 
labour and capital. Again, not long ago wages were -very Ioav 
in Scotland; but they have already risen, nearly up to the 
English level, as a result of the general tendency of local 
inequalities -of-wages-to-diminish, and in spite of the fact that 
Unions are weaker in Scotland than in England. Unionism 


is however growing fast in Scotland ; and in shipbuilding, for 


Compare the footnote on pages 355, 356. 
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which Iho Clyde has great imtural advantages, Unionism is 
as strong and wages as high as in England. 

Againj-t.hosc-occupations_irL ^vliicU wages Jiaye .risen, juost 
.in -England-happen_to_bD„those.in,which .there 
■ are no Unions: they are those kinds of domestic waccsin 
service and those employments for women and different 
children in which there has been a great increase 
of demand, wliile the incre.ase of supply has been checked by 
the growing unpopularity of domestic service, and the unwilling- 
ness of the better grades of working men to let their wives 
leave home and their children leave school early. Again, few 
of those branches of skilled labour which have had strong 
Unions for the last fifty years, can show as great a rise in 
wages its has been secured in most unskilled occupations in 
which physical strength is required, even though they have 
had no elToctive Union.s. 

It is true that Unions claim to have made life more 
pleasant in manufacturing and other industrie.s, 
and thus to have increased the inducements 

... . . , the influence of 

needed to keep people m domestic semce. And Unions on 
it is further true that, in so far ns Unionist 
action may have raised the general level of life 
of some classes of workers, it has helped to mise the intelligence 
and character, and therefore the wage-earning power of their 
children, among whom are many domestic servants. Buty-evon- 
.if_we,.t.ake„an_optimist-estimate-of-these-influences, such.facts 
as those just quoted prove.that.lhe.directiniluence. of "Unions 
on wage.s is small relatively.. to. tlie-great-cconomio-forces of 
.the age. Tiiey prove this, but they prove no more than this. 

And on the other hand the advocates of Unionism can 
bring forward a long series of facts to prove that inference that 
when a comparison is made of wasres in two pthcf things 

- , ® being equal 

Similar trades, or m two branches of the same Unions do 
trade, or in the same branch of the same trade 
in two places ; if it so happens that neither of which they are 
them is favoured relatively to the other by the othVrs.'''^ 
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economic changes of the age, then that .one -whicli Jias iho 
stronger Unions has almost invariably .the -higher Avages.; 
and that one in vhicli the sti-ength -of Unions, is, increasing 
most rapidly is that iu ■which .wages. are. lising .fastest’. 

Sucli facts prove that, other things being equal, wages in 
trades in which there are strong Unions are likely to be 
liigher than in tliose in which there are not. But they.dojiot 
afford a. conclusive. answer to those who.hold that.a. Union can 
obtain a relative rise in Avagcs in its trade only by means which -- 
indirectly cause a gre:iter loss in other trades j and that 
therefore the effect of Unionism is to lower general wages. 

It should also be noted that .all such facts lose some of 
their significance, when it is remembered that a rise of wages, 
even when caused by a general increase in the prosperity of a 
trade, is nearly always followed, as statistics show, by an 

^ There arc several cases of trades with strong Unions, in wliicli the rise of 
wages has been retarded by causes ivliicli may easily escape obscnaition. For 
instance, the rise of the wages of compositors has been hindered by the 
dilTnsion of education which, while it mnch mcreases the demand for their work, 
prevents the power of reading and writing from having any longer a monopoly 
value: their wages have however risen relatively to tho incomes of clerks 
who are affected by tho same cause but have no Union. Again, skilled iron- 
founders were heavily struck by tho invention of machinery, the nse of 
which required more physical strength, and enabled many navvies to e.arn 
10.?. a day at iron-founding at the very time when tho Unemployed List of 
the Ironfotniders’ Union Avas quoted before tho Commission on tho Depression 
of Trade, as strong eAudence of a growing dearth of emidoyment. And again, 
the engineers have suffered, nominally at least, from tho fact tliat — to say 
nothing of those who aro below tho Union standai'd — there is a constant 
increase in the number of men who confine themselves to comparatively 
simple Avork in the management of machines, and are not highly skilled all- 
round men. The UA’crago incomes to-day of those who entered tho engineers’ 
trade thirty years ago are very high indeed. Not a fcAV aro employers, 
many more aro foremen and in positions of trust in all kinds of industries ; 
and many are earning exceptionally high wages for delicate and varied work 
in small, but high class businesses. A great many of these however aro not 
members of the Union at all; and those who are, oAA'e very little at present 
(whatever they may have douo in the past) to the aid of the Union. 

All these three trades have to do Avitli branches of production for which 
tho demand is increasing much faster than in proportion to the popidation. 
They all have very strong and well-managed Unions; and yet all have to 
contend AAith strong and not very obvious hindrances to a rapid rise in their 
minimum Avage. 
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inci’easc in tlie strengtli of the Union. Poi* the rise, however 
caused, increases tlie men’s confidence in their leadei'S, and 
makes lliem more willing as Avell as more able to pa)- their 
entrance fees and .subscriptions ; and further it increases the 
numbers of those who are qualified for admission by earning 
the slandarfl wages. 

§ 19. The direct evidence of w.-igo statistics is then in- 
cwnehisive. But, on the whole, they tend to 
confinn the conclusions to which our genenil conclusions, 
reasonings seemed to point ; and we niay now 
•sum them up. 

^n trades which have any sort of inonopol}* the workcre, by 
limiting their number.s, may secure very high wages at the e.x- 
pense partly of the employers, but chiefly of the general com- 
munity. But such action generally dimini.shes the number of 
skilled workers and in this and other ways takes more in the ag- 
gregate from the real wages of workers outside, than it adds to 
those of workers in.side : and thus on the balance it lowers average; 
wages. Passing from selfish and e.xclusivc action of this sort, we 
find that Unions generally can so arrange their bargaining with 
employers as to remove the special disadvantages 
under wliich workmen would lie if bargaining as u^onTon 

individuals and without reserve : and in con- wanes in par- 
, . , < ticular trades, 

sequence employers may sometimes find the path 

of least re.sistance in pajnng somewhat higher wages than 
they would othenvise have done. In trades which use much 
fixed capital a strong Union may for a time divert a great 
part of the aggregate net income (which is really a Quasi-rent) 
,to the workers ; but this injury to capital will be partly tr.ans- 
raitted to consumei-s ; and iiartly, by its rebound, reduce em- 
ployment and lower wages. Some of those, who have caused 
this result, may escape it themselves by changing their oc- 
cupation or their abode. But in trades in which competition 
from a distance is effective, the nemesis follows quickly : and, in 
these trades more than others, Unions direct their energies to 
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maintaining a moderate level of wages by means that do not 
hamper production. Other things being equal, the presence 
of a Union in a trade raises wages relatively to other trades. 

But the influence which Unions exert on the average level 
Influence of "'vages is less than Avould be inferred by look- 
Union action ing at the influence Avhich they exei-i on wages 
ffen^erat^its particular trade. When the measures - 

drawbacksand -which they take to raise Avages in one trade haA^e 
the effect of rendering business moi’c difficult, or 
anxious, or impeding it in any other Avay ; they are likely to 
diminish employment in other trades, and-thus to cause a greater 
aggregate loss of,AA'ages to other trades than they gain for 
themselA'cs, and to loAver and not raise, the aA'erage level of 
Avages. For a fall in the rate of profits exerts an influence that 
is real, though less than used to be once supposed, in causing 
capital to emigrate or eA'en to be consumed, and in causing men 
of business ability to emigrate or slacken their energies ; and 
this influence is cumulative. 

''V The poAver of Unions to raise general Awages by direct 
means is never great ; it is ncA'er sufficient to contend success- 
fully Avith the general economic forces of the ago, Avhen their 
drift is against a rise of Avages. But yet it is sufficient 
materially to benefit the AA'orker, AA'hen it is so directed as to 
co-operate Avith and to strengthen those general agencies, Avhich 
are tending to improA’^e his position morally and economically. 
And it Avill be so directed if the folloAving conditions are 
Conditions Satisfied. Firstly, Unions jnust aim at making 
under which business and certain; this is already done by 
permanently formal and informal Boards of Conciliation in 
raise general some trades, especially such as produce largely 
wages. foreign markets. Secondly, thig^ must aim a4; 

raising the Standard-of-Life-araong the Avorkers of the present 
and the coming-generation by fostering habits of sobriety and 
honesty, independence and self respect : this is done in 
different degrees by all Unions ; and whateAmr influence they 
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exerb in this direction is cumulative. Thirdly, they must aid 
as many as possible of the rising^eneration-to acquirejndustrial 
skill, and to .join the higher_pai(Lj:anks of labour: this calls 
for some self-sacrifice, and is inconsistent with any attempt to 
raise very high the wages in skilled trades by making the 
entrance to them artificially difiicult. Fourthly, ihey-must 
strive to develop the great stores-of business power-and~in- 
ventive resource- that lie latent among the working classes, so 
that, production-being-economical and efficient, the National 
Dividend may-be large : and that, business power being cheap, 
and the share going as Earnings of Management being 
relatively small, that wliich remains for wages may be liigh. 
The training which Unionists get from the management of 
Union affairs, though highly beneficial to them as men 
and as citizens, is yet not exactly what is wanted for this 
end. But Unions might do much towards it, by under- 
taking particular contracts and even general business on 
^heir own accounts; and by aiding and promoting all forms 
^of co-operative enterprise, and especially such as open the 
> greatest number of opportunities to men of natural business 
ability to find free scope for their constructive and originating 
faculties'. Fifthly, they -must be always specially careful to 
avoid action, by which one class of workers inflict a direct 
injury on others. Contests between Unions contending for the 
same field of employment — as for instance between Unions of 


1 Tlius sacrificing the shadow foi- the substance, they should where 
necessary, relax the rigid forms of some of their own rules in favour of small 
genuine co-operative productive societies in the few trades in which such 
societies can successfully contend with the great natural difficulties by which 
they are opposed. And in particular they should encourage productive 
branches of distributive stores in which responsibility for risks and power of 
experiment are very nearly in the same hands; and in which the business 
energies of men of the working class can be vivified and prepared for taking 
an important part in increasing the National Dividend and diminishing the 
share of it which goes as Earnings of Management. (Some aspects of this 
question are further considered in wi address by the present writer to the 
Co-operativo Congress in 1889.) 
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sliip-wriglits Sind e5ivj)entoi'.s, or plumber.^ sind littor.s — sitinicfc 
their full iiieccl of attention ; but more importance i-eally 
attsiche.s to the injuric.'; which one trade inflicts on others by 
stinting the output of the raw material which they have to 
use, or by throwing them out of Avork through a strike in 
which they have no concern. 

§ 20. As Mill ssiys: “Except on msitlei's of mere detail,^ 
Connection are pcrluips no practical questions even 

between the simong thoso Avhicli sipprosicli nearest to the 
^on^o'mic^ character of pure economic questions Avhich admit 
aspects of the of being decided on economic premises alone;” 

and it is alike un.scientific and injurious to tin; 
public Avel fare to attempt to diKciiS!nncn’.s'Conduct in-industrial 
conflicts without taking account of other- motives be.side the 
desire for pecuniary gain. The world -is not ready- to apply in 
ju-aetice imnoiples of so lofty a morality, as that implied, in 
many socialistic schemes, Avbich- assumes that no one Avjll 
desire to gain at the exponse of -an equal loss of happiness to 
others. But it is rcjuly, and Avorking men among otliere are 
ready, to endeaA-onr to act up to the principle, that no one 
should desire a gain Avliich Avould invoh-e a A'eiy much greater 
loss of happincs.s to othens. Of coui*se the loss of £1 inA-oh-es 
much less loss of hapjnness to a rich man than to a poor man. 
And it would not be reasonable to jusk Avorking-mon to abstain 
from a measure Avhicli Avould giA'o them a net gain of .£1 at 
the expense of a loss of 30s. to profits, unless it could bo shown 
that this loss would react on A\-nges in the long run. JBut 
many of themjire Avilling to admit-tlia.tjio Uniou-should. adopt 
a course Avhicli Avill ivaise its-own Avages at the expense of a 
much greater total loss of Avages to others; and if this principle 
be generally adopted ns a basis of action, then nearly all the 
evil that still remains in the policy of Unions can be removed 
liy such a study of economic science, as Avill enable them to 
discern those remote effects of their action “Avhich are not 
seen,” as Avell as those immediate results “ Avhich are seen.” 
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With these reflections in view we may pass to sum up 
and develop some considenitions ns to tho social influences 
and the ethical character of trade union action, wliich have 
already been indicated. Spending broadly it ma}’’ bo said 
that trade unions have benefited the nation as well as them- 
selves by such .uses.of. the Common Rule ns make 
for a true standardization ot work and wages ; d^dizatio'n 
especially when combined with a frank endeavour 
to make the lesources of the country go as far 
as they will, and thus to promote the growth of tho national 
dividend. Any rise of wages or improvement in the conditions 
of life, and emplojnnent, wliich they may obtain by these 
reasonable methods, is likely to make for social well-being; • 
It is not likely to worry and dishearten business enterprise, 
nor to throw out of their stride those whoso efforts are making 
most for national leadership : nor will it drive capital abroad 
to any great extent. 

Tiie ca.se is different with applications of the Common 
Rule which make for a false standardization ; ^ ^ 

wliich tend to force employers to put relatively tho Common 
inefficient workers in the same class for payment ^orkfor^aise 
as more efficient workers; or which prevent any- standnrdUa- 
one from doing work for which be is capable, on 
the ground that it does not technically belong to him. These 
uses of the Rule are p7‘md facie anti-social. Tliere may 
indeed bo stronger reasons for such action than appear on tho 
surface : but their importance is apt to be exaggerated by 
the professional zeal of trade union officials for the technical 
perfection of the organization, for which they are re.sponsible. 

Anti-social again is the.false standardization involved in 
refusing to allow an elderly man, who can no insistence on 
longer do a full standard day’s work, to take 
something less than-standard wages. This practice elderly 
slightly restricts the supply of labour in tlie 
■trade, and appears to benefit those who enforce it. But it 
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cannot permanently restrict numbei*s : it ofteti involve.s a 
heavy burden on the benefit funds of the union, and it is 
generally shortsighted even from a purely selfish point of 
■\ne\v. It lowers the national dividend considerably : it con- 
demns elderly men to t-akc their choice between oppressive 
idleness, and a weaiy struggle to work harder than in good 
for them. 

To pass to a more doubtful case ; — some delimitation of 
Delimitation tlio functions of each industrial group is essential 
of work. working of the Common Rule : and it is 

certainly in the interests of industrial progre.ss that every 
urban artisan should seek to attain high proficiency in some 
branch of work. But a good principle is apt to be pushed 
to cvdl exce.ss, when a man is not allowed to do a certain part 
of the work on which he is engaged, though it is quite easy to 
him, on the, pretext that it belongs technically to another 
department. Dclimi tation-thenj-though-a-social-good when 
applied moderatel}’ and ■with~jndgment,- becomos._anti-social 
when pushed to extremes for the sake of the minor tactical 
advantages which it ofiers. 

§ 21. Yery little has been said in the present volume as 
. ... , to the-deficiencies of price — that is, a certain 

An illustration i t i 

of the depend- number of grams of gold — as a measure of true 
prccepts'^on^''^* valuo : and therefore it has not been possible to 

true measures digeuss in the present chapter the difticulties 
of quantity. . . , , , . , . 

■which beset trade union regulations on account 
of these deficiencies. But a few words may be said on the 
subject here, though thej’’ are not strictly in place. For the 
matter is very important in itself; and it illustrates well 
the intimate dependence of definite ethical rules on subtle 
economic reasonings. 

A man, who can perfectly control his horse, may properly 
ride in a market-place, though it would bo wrong for a bad 
rider to risk injuring others as well as himself by taking a 
fiery horse there. And in like manner the inherent imper- 
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fecfcions in price as a measure of value may cause some 
stringent regulations to be on the balance anti-social ; even 
though they might have worked on the whole more good than 
harm if they could have been expressed in terms of a better 
measure of value. Standards of wages arc e.x-prcssed in terms 
of money • and since the I'eal value of money -changes from 
one decade to another, and fluctnates rapidly irom. year to 
year, rigid money standards cannot work out truly. It is 
difficult, if not impossible, to give them appropriate elasticity : 
and that is a reason against extreme applications of tiic 
Common Rule, which must perforce use so rigid and impei’fect 
an implement. 

The urgency of this consideration is increased by the 
natural tendency of trade unions to press for a 
rise in standard money wages during inflations dards of money 
of credit, which raise prices and lower the pur- ^now fiuctua- 
chasing power of money for the time. At that "'ugh 

time employers maybe willing-to-pay-high-Avages, 
measured in real purcha,sin'g power and still higher wages in 
terms of money, even for labour that falls EQjaeivhat short of 
the standard ofiuU.normal-efficienoy. Thus men. of but.second- 
rate efficiency earn the high standard money wages, and make 
good their claim to be admitted as members of the union. 
But very soon-the-inflation of .credit subsides, and is followed 
by a depression , prices fall,, and the purcliasing power - of 
money rises : tlie real value of labour falls, .and its money value 
falls faster. The'high standard of money wages, attained 
during .the . inflation, is -now too high to leave a good margin 
of - profits even on the work of fully efficieut^men-j and those, 
who are below the standard of efficiency, are not worth the 
.standard wages. This false-standardizationis not an unmixed 
evil to the efficient members of the trade : for it tends to 
make their labour more in demand, just as does the com- 
pulsory idleness of elderly men. But it does so only by 
M. 26 
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checking production, and therefore checking the demand for 
the labour of other branches of industry. The more such a 
policy is persisted in by trade unions generally, the deeper 
and the more sustained is the injury caused to the national 
dividend j and the less is the aggregate of employment at good 
wages throughout the country. 

In the long run every branch of industiy would prosper 
All would gain if each exerted itself more strenuously to 

in the long run set up several standards of efficiency for labour, 
gen” with corresponding standards for wages; and 
policy. -were more quick to consent to some relaxation 

of a high standard of money wages when the crest of a wave 
of high prices, to which it was adapted, had passed away. 
Such adjustments are full of difficulty : but progress towards 
them might be hastened if there were a more general and 
clear appreciation of the fact that high wages, gained by 
means that hinder production in any branch of industry, 
necessarily increase unemployment in other branches. For, * 
indeed, the only effective remedy for unemployment is a 
continuous adjustment of means to ends, in such way that 
credit can be based on the solid foundation of fairly accurate 
forecasts; and that reckless inflations of credit — the chief 
cause of all economic malaise — may be kept within narrower 
limits^. 


1 No doubt it is true that in times of depression the disorganization of 
consumption is a contributory cause to tlie continuance of the disorganization 
of credit and of iiroduction. ■ But a remedy for it is not to he got by a study 
of consumption ; ns has been recently alleged by some critics, who appear not 
to have penetrated below the surface of the question. No doubt there is good 
work to he done by a study of the influence of arbitrary changes in fashion on 
employment. But the main study needed is that of the organization of pro 
dnetion and of credit. And, though economists have not yet succeeded in 
bringing that study to a successful issue, the cause of their failure lies in the 
profound obscurity and ever changing form of the problem ; it does not lie in 
any indifference on their part to its supreme importance. JEconomjes from 
beginning to end is a study of the mutual adjustments of consumption .and 
production : -when the one is under discussion, the other is never-out of-mind. 
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Thus Union policgr as a whole is to he economically 

successful provided Unioilistg as individuals and 
in their corporate capacity follow the dictates-of sponsibiijty of 
morality directed by sound knowledge. Some 
of the knowledge required is easily accessible : some Ls difficult: 
..and some, as has just been indicated, is not to be attained 
fully even bj' the most careful study. But trade unions are 
deriving an ever-increasing assistance from public sympathy 
and public criticism; and the more they extend the sphere 
of their undertakings by Federation and International alliances, 
the more dependent do tliey become on that sympatliy ajid the 
more amenable to that criticism ; the larger the questions at 
issue, the greater is the force of public opinion Public 
opinion, based on sound economics and just morality,- udll, it 
may be hoped, become over more and more the arbiter of the 
conditions of industry'. 

1 The Btrciigth and the responsibility of public opiniou as regard tbo modem 
developments of trade combinations of all kinds are discussed in an address 
by the present writer to tbo Economic Section of the British Association, 
wliich is republished in the Statistical Journal for Dec. 1890. Ajid something 
further is said on the meaning of the phrase “a fair rate of wages’’ with 
special reference to Conciliation and Arbitration in an lutrodnction by him to 
Mr L. L. Brice’s Industrial Peace. See also Mr PigOu’s Industrial Peace. 
Prof. Ashley's Adjustment of wages, and Prof. Gilman’s Methods of Industrial 
Peace. The general history of Unions is told in tlio writings of Mr and Mi-s 
Webb, Mr Howell and Mr Burnett, also in the Beporta of a Committee of the 
National Association for Promoting Social Science in 1860, and of tlie Boyal 
Commission on Trades Unions in 1866 9. A great deal of information bearing 
on tliese and other qncstions discussed in this Chapter is pnhlisl!“d by the 
Commission on Labour; and tbo A’inaJBe^ort has tbo unique authority derived 
frcfm the cooperation of employers and trade nnion leaders of exceptional 
ability and experience. 
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CHAPTER XV. 

PROVISIONAL CONCLUSIONS AS TO THE POSSIBILITIES 
OF SOCIAL PROGRESS. 

§ 1. This study o£ Distribution suggests that the social 
Social reform economic forces already at work are changing 

needs energy the distribution of Avealth for the better : tliat 
an caution, j^j.g persistent and increasing in strength; 

and that their influence is for the gi*eater part cumulative ; 
tliat the socio-economic organism is more delicate and complex 
than at first sight appears; and that large ill-considered 
changes might result in grave disaster. In particular it 
suggests that the assumption and OAvnership by government 
of all the means of production, even if brought about gradually 
and sloAvly, as the more responsible “Collectivists” propose, 
might cut deeper into the roots of social prospeiity than 
appears at first sight. 

Starting from the fact that the groAvth of the national 
dividend depends on the continued progress of 

The economic . . 

and social invention and the accumulation or expensive 

coUecUv^ism apphances for production; Ave are bound to re- 
flect that up to the present time nearly all of the 
innumerable inventions that have given us our command over,’^ 
nature have been made by independent Avorkers ; and that 
the contributions from Government officials all tlie Avorld over 
have been relatively small. Further, nearly all the costly 
appliances for production Avhich are now in coUectii’^e owner- 
ship by national or local Governments, have been bought Aidth 
resources borrowed mainly from the savings of business men 
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and other private individuals. OHgarcliic governments have 
sometimes made groat efforts to accumulato collective wealth ; 
and it may be hoped that in the coming time, foresight and 
patience will become the common property of the main body 
of the working classe;;. But, ns tilings ace, too gj:eat a risk 
would be involved by entrusting to a pure democracy the 
accumulation of the rcsourccsjiccded.for- acquiring yet further 
command over nature. 

Tliere is therefore strong primd fade cause for fearing 
that the collective ownership of the means of production, 
would deaden the energic.s of mankind, and arrest economic 
progress, unless before its introduction the whole people had 
acquired a power of unsclfisli devotion to the public good 
which is now relatively rare ; and, though this matter cannot 
• be entered upon here, it might probably destroy much that 
is most beautiful and joyful in the private and domestic 
relations of life. Tiiose are tlie main reasons which cause 
patient students of economics generally to anticipate little 
good and much evil from schemes for sudden and violent 
reorganization of the economic, social and political conditions 
of life. 

Further, ■we aro Ijound to reflect that the distribution of 
-the nationab dividend, though bad, js ilOt nearly 
as. bad. as is -commonly-supposed. In fact there inequalities of 
are many artisan households in England, and ^ften exae- 
even more in the United States in spite of the 
colossal fortunes that are found there, which would lose by 
an equal distribution of the national income. Therefore the 
fortunes of the masses oj the people, tliough they would of 
course be .greatly improved for the time by the. removal of all 
inequalities, would not- be raised even temporarily at -all near 
to the level which. is assigned to them in socialisticr-anticipa- 
tions of a Golden Age' 

J The aiiiinal iuconie of the 43,000,000 people in the TJnitcd Eingdom 
appears to amount to £1,700,000,000 or a litUo more. Now many leading 
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But this cautious attitude does not imply acquiescence in 
but they are the present -inequalities . of Wealth. The drift of 
needlessly economic science during many generations has 
been with increasing force towards the belief 
that there is no real necessity, and thecefore no moral justifi 
cation for e.vtreme poverty side by side ■svith great wealth. 
The inequalities of wealth though less than they are often 
represented to he, are a serious flaw in our economic organiza- 
tion. Any diminution of them which can be attained by 
means that would not sap the springs of free initiative and 
strength of character, and Vould not therefore „jnaterially 
check the growth of the national dividend, would seem. to_be 
a clear social gain. Though arithmetic warns us that it is 
impossible to raise all earnings beyond the level already 
reached by specially well-to-do artisan families, it is certainly 
desirable that those who are below that level should be raised, 
even at the expense of lowering in some degree those who are 
above it. 

§ 2. Prompt action is needed in regard to the large. 
The exce though it may be hoped, now steadily diminishing, 
tionai case of “.Eesiduum ” of p.ersons who are physically, men- 
the Residuum, morally incapable of doing a good day’s 

work vnth which to earn a good day’s wage. This class 
perhaps includes some others beside those who are absolutely 
“unemployable.” But it is a class that needs e-xceptional 
treatment. The system of-economic freedom is probably the 
best from both a moral- and- material point of .%dew for those 
who are in fairly good health of mind and. body. But the 

artisans earn about £200 a year; anil there ore a vast number of artisan 
lionseboltls in wbich each of four or five members are earning incomes ranging 
from 18s. to 40s. a week. The expenditure of tliese households is on as large, 
if not a larger scale, than would be possible if the total income were diwded 
out equally, so as to yield abont £40 annually a head. This fact is noted 
in an article on “The social possibilities of economic ebivahy" in the 
Economic Journal for March 1907, where several of the suggestions made 
in the present chapter are further developed. 
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■ReKifluum cannot turn ib to good aeeoujjfc : and if they are 
allowed to bring up children in their own pattern, then 
Anglo-Saxon freedom must work badly tlirougli them on Ihe 
coming generation. It would be better for them and much 
better for the nation that they should come under a paternal 
discipline something like that which prevails in Germany', 
The evil to bo dealt with is so urgent that strong 
measures .against it .are eagerly to be desired. 

. -1 , , . . . . , , The claims 

And the propos,aI .that a mmimum.wage should and the diffi- 
be fixed by authority of Government below propoL°VDr*a 
wliich jio man may workj and - another below minimum 
wJiich no woman may- work, has claimed the 
attention of students for a long while. If it could be made 
efiective, its benefits would be so great that it might bo gladly 
accei)ted, in spite of tlie fear that it would lead to malingering 
and some other abuses ; and that it would be used as a 
leverage for pressing for a rigid artificial standard of wages, 
in cases in which there was no exceptional justification for 
it. But, though great improvements in the details of the 
scheme have been made recently, and especially in the last 
two or three years, its central difficulties do not appear to 

1 A lieginnittg might ho inmlo with a hro.ndcr, more cfluenlivo niid more 
gcncrons administration of pnhlic aid to tho helpless. Tho iiilBculty of tlis- 
crimination would need to bo faced: and in facing it local and central 
authorities would ohlain much of tlio information needed for guiding, and in 
e.'ctremo cases for controlling, those who aro weak and especially those whoso 
wealniess is a source of grave danger to the coining generation. Elderly people 
might be helped with a chief regard to economy and to their personal inclina- 
tions. But the case of those, who aro responsible for yonng.children, would 
call for a greater expenditure of public funds, and a more strict subordination 
of personal freedom to public necessity. Tho most urgent among the first steps 
towards causing tho Besidunin to ceaso from tho land, is to insist on regular 
school attendance in decent clothing, and with bodies clean and fairly well fed. 
In case of failure the parents should be warned and advised: ns a last resource 
the homes might he closed or regulated with some limitation of tho freedom of 
the parents. Tho expense wonld he great: hut there is no other so urgent need 
for hold expenditure. It would remove tho great canker that infects the whole 
body of the nation: and when the work was done the resources that had been 
absorbed by it would ho free for some more pleasant hutlcss pressing social duty. 
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have been fairly faced. There is scarcely any experience to 
guide us except that of Australasia, -where over^’’ inhabitant 
is part owner of a vast landed property ; and which has been 
recently peopled b}' men and women in full strength and 
health. And such experience is of but little use in regai-d to 
a people whose vitality has been impaired by the old Poor 
Law, and the old Corn Laws, and the misuses of the Factory 
system, when its dangers were not yet understood. A scheme, 
that has any claim to be ready for practical adoption, must be 
based on statistical estimates of the nurabei*s of tiioso who 
under it would be forced to seek tlie aid of the State, because 
their work was not worth the minimum wage; with special 
■reference to the question how many of these might have 
supported life fairly w’ell if it had been possible to work w'ith 
nature, and to adjust in many cases the minimum wage to the 
family, instead of to the individuaP. 

§ 3. Turning then to those -workers who liave fairly good 

^ . moral and physical stamina, it may be estimated 

People fit 1,1, , , , , i. , 

only for un- roughly that tliose wlio are capable only of rather 

are relatively unskilled work constitute about a fourth of the 
diminishing in population. And tlioso who, though fit for the 
lower kinds of skilled w’ork are neither fit for 
highly skilled work, nor able to act wdsely and promptly in 
responsible positions, constitute about another fourth. If 
similar estimates had been made in England a century ago, 
the proportions w'ould have been very diflerent : more than a 
half would have been found unfit for any skilled labour at all, 


1 This Inst consiilomtion seems to bnvo been pushed on one side largely 
binder tbo influence of ti faulty analysis of the nature of "pni-asitic” ■work and 
of its influence on ■wages. Tbo family is, in tbo main, a single nuit ns regards 
geogiapbical migration: and tboreforo the wages of mcn aro relatively high, 
and those of women and children low where heavy iron or other indnstrics 
preponderate, while in some other districts less than half the money income of 
the family is earned by the father, and men’s wages arc relatively low. This 
natural adjustment is socially benefleial; and rigid national rules ns to 
miuimum wages for men and for women, which ignore or oppose it, nro to 
be deprecated. 
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beyond the ordinary routine o£ agriculture ; and perhaps less 
than a sixth part would have been fit for higlily skilled or 
responsible work : for the education of the people was not 
then I'ecognized as a national duty and a national economy. 
If this had been the only change the ui^ent demand for 
unskilled labour would have compelled employers to p.ay for it 
nearly the same wage .as for skilled : the wages for skilled 
Labour would have fallen a little and those for unskilled would 
have risen, until the two had nearly met. 

Even as it is, something like this has h.appened : the wages 
of n.nsldlled Wwot iiKVe risen faster than those 
of any other classj faster even than those -of- J^TndformaVy 
skilled-labour. And this movement towards the V"’ 

... - . , , , , skilled labour. 

equalization of earnmgs would have gone much 
faster, had not the work of purely unskilled labour been mean- 
while continually annexed by automatic and other machinery ; 
so that there is less wholly unskilled work to Ikj done now 
than formerly. It is true th.at some kinds of work, which 
traditionally belong to skilled artisans, require now less skill 
than formerly. But, on the otlier hand, the so-called “un- 
skilled " labourer has now often to liandle appliances too 
subtle and expensive to have been safely entrusted to the 
ordinary English J.abourer a century ago, or to any people at 
all in some backward countries now. 

Thus mechanical progress is a chief cause- of- the -gi-eat 
difierences that still -exist-hetween- the eariunga_of . diflerent 
l.-inds of labour; and tiiis m.ay seem at first sight .a severe 
indictment ; but it is not. If mechanical progress had been 
much slower the real wages of unskilled labour would h.ave 
been lower than they are now, not higher ; for the growtii of 
tlie national dividend would have been so much cheeked that 
even the skilled workers would generally liave had to content 
themselves mth less real purchasing power for an hour’s work 
than the 6d. of the London bricklayer’s labourer : and the un- 
skilled labourers’ wages would of course have been lower still. 
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We have then to strive to keep mechanical progress in 
The chief Swing, ill spite of its narrowing the demand 

remedy is to for unskilled labour; but to diminish the supply 
children of of labour incapable of any but unskilled work so 
hiEhcr'work°*^ average income of the country may 

than that of rise faster even than in the past, and the share 
their parents. unskilled labourer may rise 

faster still. To that end we need to move in the same direc- 
tion as in recent years, but more strenuously. Education 
must be made more thorough. Tlie schoolmaster must .learn 
that his main duty is not-to impart knowledge, for a Jew 
shillings will buy more printed knowledge than a.man’s brain 
can hold. It is to educate character, faculties and activities ; 
so that the cliildren even of those parents who are_iiot 
thoughtful themselves, may have a better chance of being 
trained up to become thoughtful parents of the next- genera- 
tion. To this end public money must flow freely. And it 
must flow freely to provide fresh air and space for wholesome 
play for the children in all working cla.ss quartersh 

Tims the State seems to he required to contribute 
generously and even lavishly to that side of the well-being of 
the poorer working class which they cannot easily provide for 
themselves: and at the same time to insist that the inside of 
the houses be kept clean, and fit for those who will be needed 
in after yeare to act as strong and responsible citizens. The 
compulsoiy standard of cubic feet of air per head needs to 
be raised steadily though not violently : and this combined 
with a regulation that no row of high buildings bo erected 
■without adequate free space in front and behind, will hasten 
the movement, already in progress, of the working classes 
from the central districts of large towns, to places in which 
freer playroom is possible. Meanwhile public aid and control 
1 It is urged in Principles, fifth edition, Appendix G, 8, 9, that the health 
of the working classes, and especially of their childi'on, has a first claijn on 
rates leaded on that special value of urban land which is caused by the 
concentration of population! 
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in medical and sanitary matters -will •work in another direc- 
tion to lessen the ■weight that has hitherto pressed on the 
children of the poorer classes. 

The children of unskilled M’orkers need to he made capable 
of earning the wages of skilled work . and the children of 
skilled workei-s need by similar means to bo made capable of 
doing still more responsible work. They ■v\'ill not gain inuch, 
they are indeed more likely to lose, by pushing themselves 
into the ranks of the lower middle class ; for, as has already 
been observed, the. mere power of >vxitmg and. keeping 
accounts bolonga reaJly to a lower grade than skilled manual 
work.J and has ranked above it in past times merely because 
popular-education had been neglected. 

The lower middle ranks are overcrowded as badly as are 
the lower ranks of manual labour, both skilled Material pro- 

and unskilled. But there is plenty of room in cress mainly 
. * . depends on the 

the upper ranks of the artisans; and there is constructive 
abundant room for new comers in the upper 
ranks of the middle class. It is to tho actmty and resource 
of the leading minds in this class that most of those in- 
ventions and improvements are due, which enable the working 
man of to-da}' to have comforts and luxuries that were rare or 
unknown even among the richest of a few generations ago : 
and ^vithout which indeed England could not supply her 
present population with a sufficiency even of common food. 
There is often a social loss as well as a social gain when the 
children of any grade press into the grade above them. But 
it is an almost unmixed gain that children of the lowest class 
should move upwards. And it is a vast and wholly unmixed 
gain when the children of any class press within tlio relatively 
small charmed circle of those who create new ideas, and who 
embody those new ideas in soUd constructions. Their profits 
are sometimes large : but taking one with another they have 
probably earned for the world a hundred times or more as 
much as they have earned for themselves. 
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Itj is true that ni.any of the largest fortunes are made by 
speculation rather than by truly constructive work : and much 
of this speculation is associated with anti-social strategy, and 
even with evil manipulation of the sources from wliich 
ordinary investors derive their guidance. A remedy is not 
easy, and may never be perfect. Hasty attempts to control 
speculation by simple enactments have invariably proved 
either futile or mischievous : but this is one of those matters 
in which the rapidly increasing force of economic studies may 
bo expected to render great service to the world in the course 


of this centu^3^ 

In many other Avays evil may be lessened by a Avider under- 
standing of the social possibilities of economic 
possibilities cluA'alry. A devotion to public AA'cll-being on the 
chivahy"'*'^ part of the rich may do much, as enlightenment 
spreads, to help the tax-gatherer in turning the 
resources of the rich to higli account in the service of the 
poor, and may remove the Avorst cauIs of poA'crty from the 
land. 


§ 4. The inequalities of Avealth, and especially the very 
loAv earnings of the poorest classes, have been 
wo'ritwciuhan discussed Anth reference to their effects in 

to use wealth dAvarfing actiAuties as aa'cII as in curtailing the 
well, and ... - t. , . 

much easier satisfaction of AA'ants. But here, as everyAvhere, 

Ssureweil economist is brought up against the fact 

that the poAver of rightly using such income 
and opportunities, as a family has, is in itself Avealth of the 
highest order, and of a kind that is rare in all classes. 
Perhaps £100,000,000 annuallj’^ arc spent even by the 
AAmrking classes, and £400,000,000 by the rest of the popu- 
lation of England, in Avays that do little or nothing toAA^ards 
making life nobler or truly happier. And, though it is true 
that a shortening of the hours of labour Avould in many cases 


lessen the national dividend and loAver Avages : yet it aa’ouM 
probably be Avell that most people sliould Avork rather less ; 
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provided that tlie consequent loss of material income could 
bo met exclusively by the abandonment by all classes of the 
]e;ist -worthy methods of consumption; and they' could learn 
to spend leisure well. 

But unfortunately Iniman nature improves slowly, and in 
Jiothing more slowly than in the hard ta,sk of learning to use 
leisure well. In evciy age, in every . nation, and in every 
rank of society, those who It.avo -known how to work well, 
liave been far more numerou.s than those who have, known 
how- to-use leisure well. But on the other hand it is only 
through freedom to use leisure as they will, that people can 
learn to use leisure well: and no class of manual workers, 
who are devoid of leisure, can have much self-respect and 
become full citizens. .Some time free from the fatigue ■ of 
■\vork that tires without-etlucating, i.s a -neccssary~condition 
of a high standard of life. 

In this, as in all similar cases, it is the young whose 
faculties and activities are of the highest im- leisure in the 
portance both to the moralist and the economist, interest of tiie 
The most imperative .duty. of.thisgeneration,is.to. 
provide for the young such" opportunities as-will, both. develop 
tlieirJiighor-naturc,''and~make'them'efKcient"producers.' And 
an essential condition to this end is long-continued freedom 
from mechanical toil; together with abundant leisure for 
school and for such kinds of play as strengthen and develop 
the character. 

Even if we took account only of the injury done to the 
rising generation by living in homes in which the father and 
the mother lead joyless lives, it would be in the interest of 
society to afford some relief to them also. Able workere and 
good citizens are not likely to come from homes from which 
the mother is absent during a great part of the day, nor from 
homes to which the father seldom returns till his children 
are asleep. And therefore the individuals immediately- con- 
cerned, and. society .. as -a-wholfc, have a dirSet interest in the 
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curtailmont. -of cxtrav.agantly-long hoii\*s of duty, away from 
home, even for minei’al-train-guards and others, whose work 
is not in itself very hard. 

§ 5. In discussing the difficulty of adjusting the supply 

, of industrial skill of various kinds to the demand 

Hindrances 

to industrial for it, attention was called to the fact that the 
adjustment. adjustment could not be nearly accurate, because 
the methods of industiy change rapidly, and the skill of a 
■worker needs to be used for some forty or even fifty years 
after he has set himself to acquire it*. The difficulties which 
we have just discussed turn largely on the long life of in- 
herited habits and tones of thought and feeling. If the 
organization of our joint-stock companies, of our i-ailways or 
our canals is bad, we can set it right in a decade or two. But 
those elements of human nature wliicli. have been developed 
during centuries. of--war-and'-violence,.and.,of..sordid. and gross 
pleasures, cannot be greatly changed iu’ the course of a single 
generation. 

Now, as always, noble and eager schemers for the re- 
ifhutnan Organization of societ}-- have painted beautiful 

nature could pictures of life as it might be under institutions 
be idcslly 

transformed VTuich thcir imagination constructs easily. But 
pertywotUdbe irresponsible imagination, in that it 

unnecessary proceeds On the suppressed assumption that 
and harmless. nature will, Under the new institutions, 

quickly undergo changes such as camiot reasonably be ex- 
pected in the course of a century, even under favourable 
conditions. If human mature—could—be- thus •ideally„trans- 
fonned, . economic chivalry Avould' dominate—lifo-even-under 
the existing institutions--of ■ prii'ate- property. And private 
property, the necessity for which no doubt reaches no deeper 
than the qualities of human nature, would become harmless 
at the same time that it became unnecessary. 


See above VI. v! 1, 2. 
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There, is then need to "uard, against the temptation to 
overstate the economic evils of our ovaa age, and 
to ignoro the existence of similar and AKOrse eyils 
in earlier ages ; even though some exaggeration 
may for the time stimulate others, as well as treme patience 
ourselves, to a more intense resolve that the 
present evils shall no longer be allowed to exist. 

But it is not less wrong, and generally it is much more 
foolish, to palter with truth for a good than for a selfish 
cause. And the pessimist descriptions of our own age, com- 
bined with romantic exaggerations of the happiness of past 
ages, must tend to the setting aside of methods of progress, 
the work of which if slow is yet solid; and to the hasty 
adoption of others of greater promise, but which I'esemble the 
potent medicines of a charlatan, and while quickly effecting 
a liitle good, sow the seeds of widespread and lasting decay. 
This impatient insincerity is an evil only less great than that 
moral torpor which can endure that we, with our modern 
resources and knowledge, should look on contentedly at the 
continued destruction of all that is worth having in multitudes 
of human lives, and solace ourselves with the reflection tliat 
anyhow the evils of our own age are less than those of the 
past. 

And now we must conclude this part of our study. We 
have reached very few practical conclusions; because it is 
generally necessary to look at the whole of the economic, to 
say nothing of the moral and other aspects of. a practical 
problem before attempting to deal with it at all : • and in real 
life nearly every economic issue depends, more or less directly, 
on some complex actions and reactions of credit, of foreign 
trade, and of modern developments of combination and 
monopoly. But the ground which we have traversed iri 
Books V and VI. is, in some -respects, the most difficult 
of the whole province of economics-; and it commands, and 
gives access to, that which lies yet. before us. 



41C) 


APPENDIX A‘. 

Mr.TnoDS or stupv. 

§ 1. It is the business of economics, ns of nlmost every other 
Fcicncojjo collect facts, to nrrnnj’o nncl interpret them, nnd to draw 
inferences from them. All the devices for iho discovery of Jhp relations 
djotwoen-c.anse-flnd effect, avhich arc described in treatises 
Ceduction "n scientific method, have to be used in their turn by the 
separable. ' economist; ,thcrc.i.sjjotany.ono-mcihod„ofjavestisa(ipn 
•nhich can properly be called-tho jnclhodLoLcconomics; 
-but cverj’-method-must-bo-mndo Eorviocablc in -its-projjer-jilncc, -either 
singly or in. combination withothers. And ns tho number of combina- 
tions that can bo made on the chcs.s-board is so great that jjrobnbly no 
two games exactly alike were ever played ; so no two games which tho 
student plays with nature to wrest from her her hidden tniths, which 
were worth playing at all, ever made use of quite tho same methods 
in quite the same way. 

But in some, branches of ccononuc iuquirj' and. for some purpose.^, it 
is more urgent to ascertain new facts, than to trouble oursolvos with the 
explanations of those wliich we already have. tVliile in otlior branches 
there is still much uncertainty as to wliethor those c.'iuscs of any event, 
which Ho on tho surface and suggest themselves at first, are both true 
causes of it and the only causes of it ; and in the.^o branches it is even 
more urgently needed to scrutinize our reasonings -about facts which we- 
nlrc.ady Imow, thon to seeli for more facts. 

frh©-ro.aS0‘ning~from-particnlar-fno(8-to-gencral principles is called 
induction; theuxeasoning from-genGral~principlcs~tQ..particular facts is 
called deduction. Prof. Schmoller, an eminent German historian and 
economist, saj's well : “JLndnetion-^vnd-deductioirjirc both -needed for 
scientific'thougUt a3~tho-right,nnd left foot.nrc-bothmce{led tor walldiig. 
...They rest- on the- same -tendencies,, tho same beliefs, tho same needs of 
our reason.”- 


1 Sea above, p. 28. 
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§ 2. There is however no scope in eeonomics-for_lxmg_chains-of 
deductLvejeasoning ; that is for chains in which each link is supported, 
wholly or mainly, by that which went before, and without 
obtaining further support and ^idance from observation Long chains 
and the direct study of real life. Such chains can bo norprofitaWe. 
made in astronomy and in some other branches of 
physical science, in which the character and strength of all the chief 
causes at work are known so exactly that we can predict beforehand 
the effect of each singly, and thence infer the combined effect of all. 
Bat it cannot be done ns yet in chemistry ; for we cannot be quite sure 
how a new combination of chemical elements will work until we have 
tried. And when drugs are used medicinally, it is often found that they 
affect different people in different ways : it is not always safe to give a 
large dose of a new dmg to one patient, trusting to the fact that it has 
worked well in an apparently similar case. And_coonomies has as varions 
and uncertain a subject matter to deal with os has medical Boience. 

Thns if we look at the history of such strictly economio relations as 
those of credit and banking, of trade-nnionism or co-operation, we 
find that mod55-w>f~working;-that-havo“heBn generally successful at 
.some times nndplaccs,-have UDiformlyJailed atjathers. The difference 
may sometimes be explained simply as the result of variations in general 
enlightenment, or of moral strength of ebaraoter and habits of mutual 
trust ; but sometimes the explanation is more difiBcult. 

§ 3. On the other hand, there is need at every stage for analysis, 
that is, for taking to pieces each complex part and studying the relations 
of the several parts to one another and to the whole : Explanation of 
and in doing this ss are canfitantlj making inferences, observed facts 
that is, short-steps of reasoning both indactiye and involves 
deductive. The process is substantially the same-whether 
we are explaining what has happened, or predicting what ia likely to 
happen. Explanation, and ■orediction are really the same mental 
operation ; though they arejyorkedjn opposite directions, the one jfrom 
effect to cause, the.otherJrom.causa- to. effect. 

Observation may tell ns that one event happened with or after 
another, but only by the aid of analysis and reason can we decide 
whether one was the cause of the other, and if we reason hastily we are y! 
likely to reason wrong. Wider experience, more careful inquiry, may 
show that the causes to which the event is attributed could not have 
produced it unaided ; perhaps even that they hindered the event, which 
was brought about in spite of them by other causes that have escaped 
notice. 

If we are dealing with the facts of remote times we must allow for the 
M. 9.7 
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changes that liavo meanwhile come over the whole chaincler of economic 
life: however closely a problem of to-tlny-mayrcsemhlo -in-ifs outward 
incidents another. recorded in history, it is .probable that. a thorough, 
scientific oxaminatiou will detect a -fundamental difference between their . 
real characters. Till this examination Los been made, no valid argii 
ment can ho drawn from one caso to the other. 

§ 4. The part which Bystematio scientific reasoning plays in the 
production of knowledge resembles that which machinery plays in the 
Further production of goods. For when the same operation has 

observations to ho performed over and over again in the same way, 
on the nature it generally paj's to make a machine to do the work; 

and where there is so much changing variety of detail 
that it is unprofitable to tise machines the goods must bo 
made by liand. .Similadyjn knowledge', 'when-thoro aro nnyprocesscs of 
iivyestigation_or_rensoninginAvhich-tho.fiamcddnel-of-worfcJ)a3'to-he'done- 
over and ovcrjigaiuJn Jhc-samo4dnd. of^-way.-thon-it-is-worth -whilo-ia., 
reduce thc.proccs.ses to.sj’stem, to organize mcthocls-of-rcasoning and-tn- 
formulate general Laws. 

It is true that there - is -eo •much-variety in -economic problems,, 
economic causes arc interrainglcd-with others in so many different ways, 
that exact scientific reasoning will seldom -bring us .very -far oadho way 
to the conclusion for.wliich wo arc seeking. But it would be foolish to 
refuse to avail ourselves of its aid, so far as it will reach : — just as foolish 
as would bo the opposite extreme of supposing that science alone can 
do all the worlc, and that nothing will remain to be done by practical 
instinct and trained common sense. 

Natural instinct will select rni^idly and combine justly considerations 
which aro relevant to the issue in hand ; but it will select chiefly from 
those which are familiar ; it will scldom_lead a man far below the surface, 
or far beyond the limits of his personal experience. And wo shall find 
that in economics, neither those effects of known causes, nor those causes 
of known effects which aro most patent, aro generally the most important. 
“That which is not seen” is often hotter-worth- studying than -that . 

which is seen.” Especially is this tho caso when wo ore trj’ing to go 
behind the immediate causes of events and trying to discover tho 
causes of those causes {causa: causantes). 

It is sometimes said that physical laws aro more .universally truo~nnd • ■ 
less chnngeable-tban-economic laws. It-would-be-better-to-say-that_an . 
economic law is often applicable only, to .a .very .narrow, range .of.circum- 
stancss which may exist -together^at-one particular -place and timo,-but.. 
which.quickly pass away. When they are gone, tho law, though still true 
as an abstract proposition, has no longer any practical bearing ; because 
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tbc particular set of causes with which it deals aro nowhere to ho found 
acting together without important disturbanco from' other causes. 
TliQugh economic reasoning-is of wide application, wjd CAnimt insist toe 
urgently. that-ovon.’.agc.and_everx.countix has its own-prohloms ;,and 
that e3'.ery.cImnge.in.socinl.«onditionsj3Jikety-l0Liequirc.a-new develon. 
ment of-economic doctrines. 

It is true also that human effort may alter the conditions under which 
people live, and their characters, and thus may affect the economic laws 
that vWll ho valid in the next generation. It may for instance destroy 
the conditions under which the most helpless of our match-box makers 
have been formed ; in tho same way ns it lias substituted sheep whoso 
1 nv of life it is to nmtuic early, for the older breeds wliicli did not attain 
nearly to their full weight (ill their tliird year. 

The-“ nonDal conditions with which-economks deals arc constantly 
being changed, partly, through the unconscious-influoncc oCgencral social 
progress, partly through conscious and-deliberato-ondenvour. And while 
with, advancing knowlcdgc-wo are constantly finding, that economic 
analysis and general reasoning have wider and wider applications, -and 
aro learning in -uncspccled.,ways-to sec -the One in tho Many and the 
Many in- the One; we aro also getting lo . understand moro.fully-4io.w 
every ago and every country hns-its-own prohlemB,-and how ovety_ohango 
in-social conditions is likely to Tcqniro a new development of economio 
doctrines. 
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§ 1. The benefit, Avbich a person gets from pnrcbasing at a lo'w 
price things which he would rather pay a high price for than go w'ithont, 
has already been called his consumers’ surplus. Our aim now is to apply 
the notion of consumers’ suiplus as an aid in estimating roughly some 
of the benefits which a person derives from Ms environment or his 
conjuncture. 

In order to give definiteness to our notions, let ns consider the case of 
tea purchased for domestic consumption. Let ns take the case of a man 
Consumers’ Piico of tea were 20s. a pound, would just bo 

surplus in induced to buy one pound annually; who would just 

rehation to the be induced to buy two pounds if the price were 14s., 

fn^ridua/**” tlireo pounds if the price were 10s., four pounds if the 
price were 6s., five pounds if the price were 4s., six pounds 
if the price were 3s., and who, the price being actually 2s., does purchase 
seven pounds. We have to investigate the consumers’ surplus which he 
derives from his power of purchasing tea at 2s. a pound. 

The fact that he would just be induced to purchase one pound if the 
price were 20s., proves that the total enjoyment or satisfaction which he 
derives from that pound is as great as that which ho could obtain by 
spending 20s. ou other things. Wlien the price falls to 14s., ho could, if 
ho chose, continue to buy only one pound. He would then got for 14s. 
what was worth to him at least 20s. ; and he will obtain a surplus satis- 
faction worth to him at least 6s., or in other words a consumers’ surplus 
of at least Gs. But in fact he buys a second pound of his own free choice, ^ 
thus showing that he regards it as worth to him at least 14s. He obtains 
for 28s. what is worth to him at least 20s. + 14s. ; i.e. 34s. His surplus 
satisfaction is at all events not diminished by buying it, but remains 
worth at least 6s. to him. The total utility of the two pounds is worth 
at least 34s., his consumers’ surplus is at least 6s. The fact that each 
additional purchase reacts on the utility of the purchases which he had 


J .See above, p. 80. 
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proviouply decided to make, hnn already heen allowed jor, and miixl not hr 
counted a teennd time. 

■\Micn tliQ price falls to 10<., lie might, if he chose, continue to hny 
only two pounds ; and obtain for 20<. what was worth to liim at least 
31s., and derh-o a Furplns Eati.sfaction worth at lea.st 14s. But in fact lio 
prefers to huy a third pound : and ns he doc.s this freely, we know that 
he does not diminish his surplus satisfaction by doing it. Ho now gets 
for 30s. throe iwund.s; of which the first is worth to him at least 20s., 
the second at least 14s., and the third at least 10.s. The total utility of 
the three is worth at least 41*., hia consumers’ surplus is at least 14*., 
and so on. 

When at last the price has fallen to 2*. he buys seven pounds, which 
are severally worth to him not less than 20, 14, 10, 6, 4, 3, and 2s, or 
o9s. in all. This sum measures their total utility to him, and his 
consumers’ surplus is (at least) the excess of this sum over tho 14.*. 
he actually does pay for them, i.e. 45*. This is the excess value of the 
satisfaction ho gets from buying the tea over that which ho could have 
got by spending the 14s. in extending a little his purchase of other 
commodities, of which he had just not thought it worth while to huy 
more at their current prices; and any further purchases of which at 
those prices would not yield him any consumers’ surplus. In other 
words, he derives this 45*. worth of surplus enjoyment from his con- 
juncture, from the adaptation of the environment to his wants in the 
particular matter of tea. If that adaptation ceased, and tea could not 
be had at any price, he would have incurred a loss of satisfaction at least 
equal to that which ho could have got by spending 45*. more on extra 
supplies of things that were worth to him only just what he paid for 
them. 

Tho first pound was probably worth to him more than 20*. All that 
we know is that it was not worth less to him. Ho probably got some 
small surplus even on that. Again, tho second pound was probably 
worth more than 14*. to him. All that we know is that it was worth at 
least 14*. and not worth 20*. to him. He would get therefore at this 
stage a surplus satisfaction of at least 6*.; probably a little more. 

Tho significance of tho condition that he buys the second pound of 
his own free choice is shown by tho consideration that if the price of 14*. 
had been offered to him on tho condition that he took two pounds, ho 
would then have to elect between taking one pound for 20*. or two 
pounds for 28*. : and then his faking two pounds would not have proved 
that he thought the second pound worth more than 8s. to him. But ns it 
is, he takes a second pound paying 14*. unconditionally for it ; and that 
proves that it is worth at least l4s. to him. 
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It is sometimes objected that as he increases his purchases,’ the 
urgency of his need for his earlier purchases is diminished, and tlieir 
utility falls ; therefore we ought to continually redraw the earlier parts 
of our list of demand prices at a lower level, as we pass along it towards 
lower prices (i. e. to redraw at a lower level our demand curve as we pass 
along it to the right). But this misconceives the plan on which the list 
of prices is made out. The objection would have been valid, if the 
demand price set against each number of pounds of tea represented the 
average utility of that number. For it is true that, if he would pay just 
20s. for one pound, and just 14s. for a second, then he would pay just 
34s. for the two ; i.e. 17s. each on the average. And if our list had had 
reference to the average prices he would pay, and had set 17s. against the 
second pound ; then no doubt we should have had to redraw the list as 
we passed on. For when he has bought a third pound the average utility 
to him of each of the three will be less than that of 17s.; being in fact 
14s. 8d. if, as wo go on to assume, he would pay just 10s. for a third 
pound. But this difidculty is entirely avoided on the plan of maldng out 
demand prices which is here adopted; according to vrhich his second 
pound is credited, not with the 17s. which represents the average value 
per pound of the two 2’ounds ; but with the 14s., which represents the 
additional utility which a second pound has for him. For that remains 
unchanged when he has bought a third pound, of which the additional 
utility is measured by 10s. ^ 

§ 2. We may now pass from the demand of an individual to that 
of a market. If we neglect for the moment the fact that the same 
sum of money represents different amounts of pleasure 
a niarS!^” ° different people, we may measure the surplus satisfac- 
tion which the sale of tea affords, say, in the London 
market, by the aggregate of the sums by which the prices shown in a 
complete list of demand prices for tea exceeds its selling price. 

Let us then consider the demand curve DD' for tea in any large 
market. 


1 Again it has been objected Of what avail is it to say that the utility of an 
income of (say) £100 a year is worth (say) £1000 a year? ” There would be no avail in 
saying that. But there might be use, when comparing life in Central Africa with life in 
England, in saying that, though the things which money will buy in Central Africa may 
on the average be as cheap there as here, yet there are so many things which cannot he 
bought Uiere at all, that a person with a thousand a year there is not so well off as a 
person with three or four hundred a year here. If a man pays Id. toll on a bridge, whicli 
saves liim an additional drive that woidd cost a shilling, we do not say that tlie penny 
is worth a shilling, hut that the penny together with the advantage offered him by the 
bridge (the part it plays in his conjuncture) is worth a shilling for that day. Were the 
bridge swept away on a day on which he needed it, he would be in at least as "bad 
a position ns if he had been deprived of eleven pence. 
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Let OH bo the amount •which is sold there at the price IIA annually, 
a year being taken ns our unit of time. Taking 
any point M in OH let us draw MP vertically o 
upwards to meet the curve in P and cut a 
horizontal line through jl in Jl. We will 
suppose the several lbs. numbered in the order 
of the eagerness of the several purchasers: 
the eageniess of the purchaser-oLanj' lb-being 
■ measured byJhe.price heia.just.'niUing to-pay 
for-that Jb. The figure informs us that 031 ^ 

can be sold at the price PIT ; but that at any < 
liigher price not quite so many lbs. can be 
sold. There must be then some individual who will buy more at the 
price Pi)/, than he •will at any higher price ; and we are to regard the 
Oil/th lb. as sold to this individuak Suppose for instance that P3I 
represents 4s., and that 03/ represents a million lbs. The purchaser 
described above is just willing to buy his fifth lb. of tea at the price 4s., 
and the 0.1/th or millionth lb. maybe said to be sold to him..— If..ima,nd'' 
therefore-Pi)/-rcprescnt-2s.,-the^C!)nsnmersl^8urplus_deri,yed. Jrom._the 
0.1/th.lb.,isjthe..escess.o{.Pil/-or48.-which thc-purchaser.oLthat.lb.-wonld 
hare-beenwilling.to. pay..fp^t_over Pi)/.the,2s._TChioh.he-aotually.doea 
pay-for^t. Let us suppose that a very thin vertical parallelogram is 
dra^wn of which the height is Pit/ and of which the base is the distance 
along Ox that measures the single unit or lb. of tea. It will be con- 
venient henceforward to rdgard price as measured not by a mathematical 
straight line without thickness, as Pil/; but by a very thin parallelogram, 
or as it may be called a thick straight line, of which the breadth is 
in every case equal to the distance along Ox which measures a unit or lb. 
of tea. .Xlu13_we_shqnld_8ayJhat.the-tctal-Bati3factiQn-deriyedirom.the 
iXl/th lb. otJeaJsjepresented-(oi:..on Jhe_flBsumDtion-mode4rLtheJaBt 
paragniph-abovo-is-measnred)-by-the-thick-Etraight4ine-JlZP.;_riiat Jhe 
_price-paid-for-thjs-lbHl8-represented_hy-theJhick-straight lineJltB.and' 
Jhtrconsumers’-Bnrpl os derive diromdhis Jb-by-theJhiek.straight line-PP. 
Kow let us suppose that such thin parallelograms, or thick straight lines, 
are drawn for all positions of 11/ between OandH, one for each lb. of tea. 
The thick straight lines thus dra^wn, as MP is, from Ox up to the demand 
curre will each represent the aggregate of the satisfaction derived from a lb. 
of tea ; and taken together thus occupy and exactly fill up the whole area 
DOHA. Therefore we may say that the area DOHA represents the 
aggregate of the satisfaction derived from the consumption of tea. 
Again, each of the straight lines drawn, as MB is, from Ox upwards as 
far as AC represents the price that actuaUy is paid for a Ih. of tea. 
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These strnight lines together malte up the area COIIA ; and therefore 
this area represents the total price paid for tea. Finally each of the 
straight lines drawn as JIP is from AG upwards ns far as the demand 
curve, represents the consumers’ surplus derived from tho corresponding 
lb. of tea. These straight lines together make up the area DCA ; and 
therefore this area represents tho total consumers’ suqilus that is derived 
from tea when the price is ATI. But it must be repeated that this 
geometrical measurement is only an aggregate of the measures of benefits 
which are not all measured on tho same scale except on the assumption 
just made above. Unless that assumption is made tho area only 
represents an aggregate of satisfactions, the several amounts of which 
arc not exactly measured. On that assumption only, its area measures 
tho volume of the total vet satisfaction derived from the tea by its 
various purchasers, 

Wc cannot guess at all accurately how much of anything people 
would buy at prices very different from those which they are accustomed 
to pay for it; or in other words, what tho demand prices for it would 
bo for amounts very different from those which arc commonly sold. 
Our list of demand prices is therefore highly conjectural except in tho 
neighbourhood of tho customary price; and tho best estimates wo can 
form of the whole amount of the utility of anything are liable to large 
error. But this difliculty is not important practically. For the chief 
applications of tho doctrine of consumers’ .surplus are concerned with 
such changes in it ns would accompany changes in the price of tho 
.commodity in question in the neighbourhood of tho customary price: 
that is, they require us to use only that information with which wo 
are fairly well supplied. These remarks np]»ly with special force to 
necessaries. 

Again, for some purjjoscs such things ns tea and coffee must bo 
grouped together as one commodity : and it is obvious that, if tea were 
inaccessible, people would increase their consumption of coffee, and 
vice versa, Tho loss that people would suffer from being deprived 
both of tea and coffee would bo greater than tho sum of their losses 
from being deprived of either alone: and therefore tho total utility of 
ten and coffee is greater than the sum of the total utility of tea cal- 
culated on tho supposition that pco2)lo can have recourse to coffee, 
and that of coffee calculated on a like supposition ns to tea. This 
difficult}' can be theoretically evaded by groujjing tho two "rival” 
commodities together under n common demand schedule. On the other 
hand, if wo have calculated the total utility of fuel with reference to 
the fact that without it we could not obtain hot water to obtain tho 
beverage tea from tea leaves, we should count something twice over 
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if Vi'B added to that utility tho total utility, of te.a leaves, reckoned on 
a similar plan; and again the total utility of agricultural produce 
includes that of ploughs, and the tvro may not bo added together; 
though the total utility of ploughs may be discussed in connection 
with one problem, and that of wheat in connection with another. 
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QUASI-KKNTS, OK INCOMES FKOM AN APPLIANCE FOK PRODUCTION 
ALREADY MADE RY MAN. 


§ 1. Tin: ffvrmer pays “rent” to his landlord without troubling 
himself to distinguish how much of the annual net value 
" ^ land is due to the free gift of nature, and how' 

much to the investment of capital by his landlord in the 
improvement of the land, and in erecting buildings on it. Now the 
income derived from farm buildings, or houses, is clearly of the same 
character as the income derived from durable machines; and that 
income is popularly classed with profits more often than with rent. But 
yet the farmer’s habit of speaking has much justification. For the 
incomes derived from appliances for production made by man have 
really something analogous to true rents. 

The not incomes derived from appliances for production already 
made, may be called their qiiasi-rents : partly because wo shall find 
Quasi-rent. considering periods of time too short 

to enable the supply of such appliances to respond 
to a change in the demand for them, the stock of them has to 
be regarded as temporarily fixed. For the time they hold nearly the 
same relation to the price of the things which they take part in pro- 
ducing, as is held by land, or any other free gift of nature, of which the 
stock is permanently fixed ; and w’hose net income is a true rent. Let us 
take an illustration from manufacture. 

§ 2. Let us suppose that an exceptional demand for a certain kind 
Illustration textile fabrics is caused by, say, a sudden movement 

relating to of the fashions. The special machinery required for 

manufacture. making that fabric will yield for the time a high income, 
governed by the price that can be got for the produce, and consisting of 
the excess of the aggregate price of that jiroduce over the direct outlay 
(including wear-and-tear) incurred in its production; and the quasi-rent, 
or net income, from the machinery will be for the time greater than 
normal profits on the original investment. 

If later on the tide turns, and the demand is less than had been 
expected ; the factories with the most imperfect appliances, and the 


See above, p. 214. 
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worBt ninchincrj’ in other factories will be thrown oat of work ; while 
those ninchincs, which it is just worth while to keep in work, will just pay 
the actual expenses of working them, hut will yield no surplus. But the 
excess of the prieo got for the goods mode by the better appliances over 
their wcar-and-tcar, together with the actual expenses of working them, 
will be the income which these appliances yield during the short period 
of depression. This quasi-rent or net income derived from the machinery 
will in this second period he less than normal profits on the original 
investment. 

Those remarks may be extended. Appliances for production are of 
many different kinds ; they include not only land, factories and machines, 
but also bnsiness ability and manual skill. The owner of any one of 
those will not generally apply it to produce anything, unless he expects 
to gain in return at least enough to compensate him for the immediate 
and special trouble, sacrifice and outlay involved in this particular 
oiwration, and which he could escape by declining to undertake it. 

In short periods the supply of these various appliances for pro- 
duction — whether machinery and other material plant, or specialized 
skill and ability— has not time to he fully adapted to demand ; and the 
producers h.ave to adjust their supply to the demand ns best they can 
with the appliances already at their disposal. On the one hand there is 
not time materially to increase those appliances if the supply of them is 
deficient; and on the other, if the supply is excessive, some of them 
must remain imperfectly employed, since there is not time for the 
supply to bo much reduced by gradual decay, and by conversion to 
other uses. The particular income derived from them during those 
times, docs not /or the time affect perceptibly the supply, nor therefore 
the price, of the commodities produced by them : it is a surplus of total 
receipts over Prime {money) cost, governed by the more or less accidental 
relations of demand and supply for that time. And this excess has 
enough resemblance to that excess value of the produce of land over the 
direct cost of raising it, which is the basis of rent, as ordinarily under- 
.«tood, to justify us in calling it a Quasi-rent. 

k Qiiasi-rent differs however from a true Bent in this way. If 
true Bent ceased, those gifts of nature which are free and proper 

imperishable would remain nndiminished, and be ready and Quasi- 
to contribute their part to production ns before. But if 
the Quasi-rent from any class of appliances for production not made by 
man foil so low that it did not amount in the long mn to normal profits 
on the investment of capital and effort required to sustain the supply 
of those appliances; then those appliances would dwindle, and would 
not contribute their part to production as before. In long periods, on 
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the other hand, there is time to adjust the resources of supply to 
demand. 

§ 3. The general principle under discussion may then he put thus. 
Restatement The price of anything and the amount of it that is pro- 
of the main duoed axe together governed by the general relations of 

principle. demand and supply: the price just covers the expenses 

of production of that part of this amount which is raised at the greatest 
disadvantage; every other part yields a surplus above its direct cost; 
and this surplus is a result and not a cause of the selling price. For the 
price is governed by the relations of supply and demand ; and while, of 
course, the surplus does not affect the demand, so neither does it affect 
the supply, since it is yielded only by a part of the produce which would 
be produced even at a lower price. 

"When we are taking a broad view of normal value extending over a 
very long period of time, when we are investigating the causes which 
determine normal value '‘in the long run,” when we are tracing the 
“ultimate” effects of economic causes, then the income that is derived 
from capital in these forms enters into the payments by which the 
expenses of production of the commodity in question have to be covered, 
and it directly controls the action of the producers who are on the 
margin of doubt as to whether to increase the means of production or 
not. But, on the other hand, when we are considering the causes which 
determine normal prices for a period which is short relatively to that 
required for largely increasing the supply of those appliances for pro- 
duction, then the stock of these appliances has to be taken as fixed, 
almost as though they were free gifts of nature. The shorter the period 
which we are considering, and the slower the process of production of 
those appliances, the less part will variations in the income derived 
from them play in checking or increasing the supply of the commodity 
produced by them, and in raising or lowering its supply price ; and the 
more nearly true will it be that, for the period under discussion, the net 
income to be derived from them is to be regarded as a producer’s surplus 
or quasi-rent. 

This doctrine is however difficult, and easily misunderstood. Further 
study is required before it can be safely applied to complex issues*. 

1 Some further study will be found in Principlfit, ilftli edition, V. vjn— xt.' 
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UCTKLOPMENT OK TIIK POCTIUNK OK WAGES. 

§ 1. The Bimplest nccount of tho causes which deterniino the 
distribution of tho national income is that given by tho French econo- 
mists who just preceded Adam Smith; and it is based . . 
upon tlie peculiar circumstances of Franco in the latter ^^nioifthat 
half of Inst centniy. Tho taxes, and other exactions wages are 
leried from tho French peasant, were then limited only ^*5** tjy the 
by liis ability to pay; and few of tho Inbonring classes necessaries, 
were farfrom starvation ; and therefore tho P hysiocrats, 
as the French economists of the time were called, assumed for tho sake 
of simplicity, that _^ere_wa3j» natnral_law..of-popnlation-flccordiag4o 
Avliich^he-wagcs-of-laboar-wcroJcept-et-starvation-limit. They did not 
suppose that this was true of the whole working population, but tho 
exceptions wore so few, that they thought that tho general impression 
given by their assumption was true. 

Again, they knew that the rate of interest in Europe had fallen during 
the five preceding centuries, in consequence of the fact that “economy 
had in general prevailed over Inxnrj’.” Bnt they were impressed very 
much by the sensitiveness of capital, and the quickness with which it 
evaded the oppressions of the tax-gatherer by retiring from his grasp ; 
and they therefore concluded that there. .was-no-grcat-violenee-in tho 
-snpposition-thnt-if-if8-profil3_wero.rednccd_bglow_5vhjit_thcy_then.AVere, 
capital -would • speedily„bo__conanmed_pr_mjgrqte. Accordingly they 
assumed, again for tho sake of simpHoity, that there was.SQmethin^Jike 
,anaturalt-nrjiecessaryjrate_qf.profit,.coirospondingJn_spmp .m^sureJo 
the'natnml'rate.o£,wagos ; that if tho current rate exceeded this necessary' 
level, capital would grow rapidly, till it forced down the rate of profit to, 
that level; and that, if tho current rate went below that level, capital 
would shrink quickly, and the rate would be forced upwards again; 
They thought that, wages and profits being thus fixed by natural laws, 
the natural value of everything was governed simply as the sum of wages 
and profits required to remunerate tho producers. 

> See nhovc, pp. 231, 248, 258. 
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Adnm Smitli saw that labour and capital were not at the verRC of 
The western starvation in England, as they were in France. In 

world has out- England the wages of a great part of the working classes 

facts on 'which Buflicient to allow much more than the mere ncces- 

that opinion Panes of existence; and capital had too rich and safe 

was based. a ficPi of einidoyment there to bo likely to go out of 

existence, or to emigrate. So when he is carefully weighing liis words, 
his ttsc of the terms “the natural rate of wages,” and “the natural 
rate of in-ofit,” lias not that .sharp definition and fixedness which it 
liad in the months of the PJjj-siocrats ; and he goes a good way towards 
explaining how thej' are determined by the ever-fluctuating conditions 
of demand and supply. He even insists that the liberal reward of labour 
“ incrensc.s the industry of tbo common people”; that “a plentiful sub- 
sistcnce iucreases the bodily strength of the labourer ; and the comfortable 
hope of bettering his condition, and of ending his days perhaps in eas 
and plenty, animates him to exert that strength to the utmost. AYhen 
wages are high, accordingly, wc shall always find the workman more 
active, diligent and expeditious, than where they arc low ; in England, 
for example, than in Scotland ; in the neighbourhood of great towns than 
in remote country places*.” And yet Adam Smith sometimes falls hack 
into the old way of speaking, and thus makes careless readers suppose 
that he believes the mean level of the wages of labour to bo fixed by 
an iron law at the bare necessaries of life. 

Malthus- again, in his admirable sun'ey of the course of wages in 
England from the thirteenth to the eighteenth centuries, shows how their 
mean level o.seillated from century to century, falling sometimes down to 
about half a peck of corn a day, and rising sometimes up to a peck and 
a half or even, in the fifteenth centurj-, to about two pecks: a height 
beyond which they have never passed except in our own daj'. But 
although ho observes that “an inferior mode of living may be a cause as 
well as a consequence of poverty,” ho traces this effect almost exclusively 
to the consequent increase of numbers ; ho does not anticipate the stress 
which economists of our own generation laj’ on the influence which habits 
of living exercise on the efficiency, and therefoio on the earning power of 
the labourer. 

Bicardo’s language is even more unguarded than that of Adam Smith 
and Malthus; his whole treatment of wages is in some respects less 
satisfactory than theirs. It is true, indeed, that he says distinctly®:— 
“ It is not to be understood that the natural price of labour estimated 5 1 

' If'eulth o/ Natioji'i, Bk. I. cli. vili. - I’oliliail Economy, iv. S. ' 

3 Kicardo’s Principles, v. 
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ftioil niid necessaries is absolutely fixed and constant... It essentially 
depends on the habits and customs of the people.” But, having said this 
once, he does not take the trouble to repeat it constantly; and in consc- 
fjucnce many readers forget that ho says it; and suppose him to believe 
that the population always increases very rapidly as soon ns wages rise 
above the bare necessaries of life, and thus causes wages to be fixed by 
“a natural law” to the level of these bare necessaries. This law has 
been called, especially in Germany, Bicardo’s “iron” or “brazen” law: 
many German socialists helievo that this law is in operation now even in 
the western world; .and that it will continue to be so, ns long ns the plan 
on which production is organized remains “capitalistic” or “individual- 
istic ”; and they erroneously claim Eicardo ns on their side. 

Jfill followed Malthus in dwelling on tho.se lessons of history which 
show that, if a fall of wages caused the labouring classes to lower their 
standard of comfort “the injurj- done to them wilt be permanent, and 
their deteriorated condition will become a new minimum tending to 
poq)etuato itself as the more ample minimum did before.” 

But it is only in o\vc own generation that a careful study has begun 
to be made of the effects that high wages have in increasing the efficiency 
not only of those who receive them, but also of their children and grand- 
children. In this matter the lead has been taken by IValker and other 
American economists; and the application of the comparative method of 
study to the industrial problems of dilTercnt countries of the old and new 
worlds is forcing constantly more and more attention to the fact that 
highly paid labour is generally efficient and therefore not dear labour; a 
fact which, though it is more full of hope for the future of the human 
race than anj' other that is known to us, will be found to exercise a very 
complicating influence on the theoij’ of distribution. 

§ 2. At the beginning of last century, great ns was the poverty of 
the English people, the peoples of the Continent were poorer still. In 
most of them population was sparse, and therefore food 
was che.ap ; but for all that they were underfed, and could Origin of 
not provide themselves with the sinews of war. France, ^nence given 
after her first victories, helped herself along by the forced to dependence 
contributions of others. But the countries of Central of wages on 
Europe could not support their own armies without 
England’s aid. Even America, with all her energy and national resources, 
was not rich; she could not Lave sabsidised Continental armies. The 
economists found the explanation chiefly in England’s capital, which was 
. Quch greater than that of any other country. Other nations were envious 
5f England, and wanted to follow in her steps; but they were unable to 
Jo BO, partly indeed for other reasons, but chiefly because they had not 
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capital enougli. Tlioir annual income was required for immediate con- 
Bumption. There was not in them a largo class of people who had a 
good store of wealth set by, which they did not need to consume at 
once, and which they could devote to malting machines and other things 
that would aid labour, and would enable it to produce a larger store of 
things for future consumption. A special tone was given to their 
arguments by tlie scarcity of capital everywhere, even in England; 
that the growing dependence of labour on the aid of machinery; and 
lnstl3% by the folly of some followers of Eousseau, who were telling the 
working classes that they would be better off without any capital at all. 

In consequence, the economists gave extreme prominence to the 
statements ; first, that labour requires the support of capital, i.c. of good 
clothes, d-o., that have been already produced; and secondly, that labour 
requii-es the aid of capital in the form of factories, stores of raw material, 
&c. Of course the workman might have supplied his own capital, but in 
fact he seldom had more than a little store of clothes and furniture, and 
perhaps a few simple tools of his own — ^ho was dependent for everything 
else on the savings of others. The labourer received clothes ready to 
wear, bread ready to eat, or the money with which he could purchase 
them. The capitalist received a spinning of wool into yarn, a weaving of 
yam into cloth, or a ploughing of land, and only in a few cases com- 
modities ready for use, coats ready to be worn, or bread ready to be eaten. 
There are, no doubt, important exceptions, but the ordinary bargain 
between employers and employed is that the wage-receiver gets command 
over commodities in a form ready for immediate consumption, and in 
exchange carries his employer’s goods a stage further towards being 
ready for immediate consumption. But while this is true of most 
employees, it is not true of those who finish the processes of production. 
For instance, those who put together and finish watches, give to their 
employers far more commodities in n form ready for immediate con- 
sumption, than they obtain as wages. And if we take one season of the 
year with another, so as to allow for seed and harvest time, wo find that 
workmen as a whole hand over to their employers more finished com- 
modities than they receive ns wages. There is, however, a rather forced 
sense in which we may perhaps be justified in saying that the earnings 
of labour depend upon advances made to labour by capital. For — not to 
take account of machinery and factories, of ships and railroads — the 
houses loaned to workmen, and even the raw materials in various stages 
which will be worked up into commodities consumed by them, represent 
a far greater provision of capital for their use than the equivalent of the 
advances which they make to the capitalist, even when they work for a 
month for him before getting any wages. 
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Such arc the fads which economists of the present ns well as of 
earlier times have wished to express hy saying that all labour rcqnire.s the 
support of capital, whether owned by the labourer or by soiueonG else ; 
and that when anyone works for hire, his wages arc, ns n rule, advanced 
to him out of his employer’s capital— advanced, that is, without waiting 
till the things which ho is engaged in making arc ready for use. These 
simple statements have been a good deal criticized, but they have never 
been denied by anyone who has taken them in the sense in which they 
were meant. 

Unfortunately, however, some of the older economists were not 
content to leave the matter there. They went further and said that the 
amount of wages was limited by the amount of capital ; and this state- 
ment cannot ho defended ; at best it is but a slovenly way of talking. It 
has suggested to some people the notion that the total amount of wages 
that could bo paid in a country in the course of, say a year, was a fixed 
sura. If by the threat of a strike, or in any other way, one body of 
workmen got an increase of wage.s, they would bo told that in consequence 
other bodies of workmen must lose an amount exactly equal in tho 
aggregate to wliat they had gained. TJioso who have said thi.s have 
perliaps thought of agricultural produce, which has but one Imrvest in 
tho year. It all tho wheat raised at one harvest is sure to bo eaten before 
the next, and it none can ho imported, then it is true that if anyone’s 
share of the wheat is increased, there will bo just so much less for others 
to have. But this does not justify the statement that tho amount of 
wages payable in a country is fixed by the capital iir it, a doctrine which 
has been called ‘ the vulgar form of the 'Woges-Fund theory.' 

§ 3. The doctrine of tho Wages-Fund received countcuanoo from 
some careless expressions into which Slill was betrayed by his desire to 
treat the problem of Distribution in his second Book 
before that of Exchange in his third. The attempt was Some of Mill’s 
necessarily a failure. But ho collects all the various ^re badl'°"^ 
elements of the problem in the third chapter of his worded, 
fourth Book: and there tho relations of labour and 
capital are presented symmetrically, and the Wages-Fund does not appear. 

The proposition that Industry is limited by capital, was often in- 
terpreted FO as to make it ijraclically convertible with tho Wnges-Fund 
theory. It can be explained so ns to ho true : but a similar explanation 
would make the statement that “ capital is limited by industry” equally 
true. It was however used by Mill chiefly in connection with the 
argument that the aggregate employment of labour cannot generally he 
increased by preventing people, by Protective duties or in other ways, 
from satisfying their wants in that manner which they would prefer, 
.w. 28 
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The effects of ])rotcctivc duties nro very complex and cannot bo discussed 
here; but hlill is clearly right in saying that in general the caintal, that 
is applied to support and aid labour in nnj’ new industry created by such 
duties, “must have been ■withd^•a^\■n or withheld from some otlier, in 
which it gave, or would have given, employment to probably about the 
same ciuantity of labour which it employs in its new occupation,” 0i5 
to put the argument in a more modern form, such legislation docs not 
■prmn facie increase either the national dividend or the share of that 
dividend which goes to labour. For it does not increase the supply of 
capitr.l; nor docs it, in any other way, cause Jiio marginal cfllciency of 
labour to rise relativclj* to that of caintal. Tnc rate that has to be paid 
for tho use of capital is theiclorc not lowered; the aiational dividend is 
not increased (in fact it is almost sure to be diminished) ; and ns neither 
labour nor capital gets anj' new advantage over the otlior in bai-gaining 
for the distribution of tho dividend, neither can benefit by such legislation. 

Tho first Fundamental Proposition of Jlill’s is closely connected with 
his fourth, viz. that Demand for commodities is not demand for labour; 
and tills again expresses his meaning badl}-. It is Iruo that those, who 
purchase any particular commodities, do not generally stipply tho capital 
that is required to aid and support the labour -which produces those 
commodities; they merely divert capital and employment from other 
trades to that for the products of which thej' make increased demand. 
But Mill, not contented with proving this, seems to imifiy that, to spend 
money on the direct hire of labour is more beneficial to the labourer thaf 
to spend it on buying commodities. Now there is a sense in which thi’ ' 
contains a little truth. For tho price of the commodities includes 
profits of manufacturer and middleman*, and if tho purchaser acts as 
employer, he slightly diminishes tho demand for the services of the 
employing class, and increases the demand for labour as he might have 
done by buying, say, hand-made lace instead of maolunc-mado lace. 
But this argument assumes that the w.'igea of labour will be paid, 
as in practice they commonly arc, while tho work is proceeding; and 
that the price of the commodities will be paid, ns in practice it 
commonly is, after the commodities are made : and it will be found that 
in every case which Mill has chosen to illustrate tho dootriuc, his 
arguments imply, though he does not seem to be aware of it, that the 
consumer when passing from purchasing commodities to hiring labour, 
postpones the date of bis own consumption of the fruits of labour. And 
the same postponement would have resulted in the same benefit to 
labour if the pmrehaser had made no change in the mode of his ex- 
penditure'. 


A fulliT of the AVa^cs-Fuiid is piveii in Principlt'x^ Appcinliv* .1. 
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Words printed in Italics are technical terms; and the numbers immediately 
foUotcinrj them are those of the payes on which they are defined. 


Abstinence 13G (see Wnitiug) 
Activities in relation to wants 58 — GO, 
31G— 50 

Agents of inoduction, classification 
of 85 

Agriculture 87 — 102, IGl; English 
system of 310 — 7 
Allotments 315 — G n. 

American, economy of liigh rniges 
■ ■ ' 310, 311 


■Vristotle 3 
shley 403 n. 

•.stralia, eiglit hours’ day in 3G0ii. 
.nxiliary capital 50 

Bahhage 149 
Barter 190—1 
Biology and econoniics 139 
Bohm-Bawerk 283 n. 

Boycott 371 
Brentano 399 n. 

Burnett 8G5 n., 379 ii. 

Business nianngemeiit (see Contents, 
Book IV. Chs. XI., XII. and Book vi. 
Chs. VII., vm. Seo also Manage- 
ment, earnings of) 

/Cairncs 05 n. 

Caiutal, definitions of 45—50; stan- 
dard use of tenn 4G; growth of 
129 — 38, 250 — 1; adjustment of 
to business ability 176 — 7, 374 — 6 ; 
demand for in a trade 210 — 2; in 
relation to wages in general 250 — 8; 
Mill’s propositions on 433 — ^1 


202, 431 ; land 
Apprenticeships 
Arbitration 385 


Carlylo 22 

Character, influence of work on 1 ; 

influence of poverty on 1 — 2 
Child, Sir Josiah 13G 
Children, cmidoymcnt of 14; mor- 
tality of 115, 119; education of 
122, 410 

Christianity, influence of 10 
Ciretdaiing capital 50 
Climate, influence of 9, 112 
Coke 99 

Collective action, -modern tendencies 
of 405 

Collective goods 88 ; use of wealth S3 
“Common Rule’’ 845, n chief instru- 
ment of Trade Unions 371 ; in rela- 
tion to true and false standardiza- 
tion 399 — 101 ; to variations in the 
piurchasing power of money 400 — 1 
Competition, fundamental character- 
istics of 5—8, 25G; its tendency to 
apportion wages to efficiency 239 ; 
imuciido of substitution a form of 
256 


Composite demand i 
Conciliation 396 
Conjuncture 80, 325 
Constant return 180 
Consumer’s surplus 79; analysis of 
80 — 1, 420 — 4; how affected by 
monopolies 2 il 

Consumption 42; ethical aspects of 
83—4, 247—9, 412—3; of different 
grades 70 

Consumption capital 50 
Conventional necessaries 44, 258 


28—2 
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Co-openition 170; its cliflicnltics 171 — 
2; hopes for its futnvc 17S, 292; in 
ajri-icnltnrc 308 n., .'UG, 3S7 ii., 
397 11. 

Cost of marketing (see. Marketing) 
t'o^t of production 193; its relation 
to ntilitj- and to value 200 — 1; to 
rent 202—3 


Credit, disorgiinizatioir of, and its 
effects on production and consump- 
tion 402 
Crec oG4 n. 

Ciimulntirr effects with regal'd to 
labour 208, 270—1, 273, 275—0 
Custom '9, 208 n., 307 ii. 


Daily jn'uduce, co-opei'ation in 292 
Danvin 139 
Definition 33 

Demand, c/usticiVi/ o/G9 — 74; grada- 
tions of 01 — S; Loir of 67; element 
of time in 07 — 8, 211 — 2; increase 
of 05 ; of ricli and poor 69 — 71 ; 
for necessaries 72; joint 218; de- 
rived 218; composite 221; cvrre 
03 n.; jioiiit 05 n. ; j/riVc 03, 193; 
schedule 01 

Depression of trade 323 — 9. 402 
Ikriccd duiiand 218 
JtiiTerentinfion 139 — 10 
Jjiiiiiuishinff return, law of, or ten- 
dency to 91. 91 — b; llic.ardo’s state- 
ment of was inaccurate 100; in 
relation to mines and fisheries 102 ; 
in relation to population 182 — 3, 


ftiminishinp •ntilitil, lair of 02 
Discounting future pleasures and 
pleasurable events 77 
Distribution in relation to exchange 

Distribution of means between wants 
according to marginal utilities 7t> ; 
of a commodity between different 
uses 7f — 8. 239 n. 

Division of labour 142 — ,50 
Domestic industry 103 — 4 

■seiwants 273 n., 393 

Dost 93 

Dose of cajiital and labour 95 u. 


Earnings, tbeories of 248. 429 — 31; in 
relation to efficiency 239 — 10,245 — 
50, 200—2, 329, 350—1; Ibeir re- 
lation to snpidy of labour 127 — 8, 
245 — 50; general rate of 250 — 8; 


cjiciciicp 200; jncce-uiurj; 200 ; tash: 
201 ; real and nominal 263; snpiplc- 
wewtan/ 205; effect of progi-ess on 
437 — 14 ; of fluctuations of credit on 
401 — 2; ofpnrasitic work 408 n. (see 
Contents, Book vi. Cbs. i.-r-v.) 
Eaminys of management 521 (see 
araiiagenicnt) 

Earnings of vndcrtalivg 52 
Economic chivalry, its possibilities 
412 

Economic freedom 8 ; growth of 9 — 18 
Economic laio 26. 

‘Economic man' 19, 20 
Economic motives 19—22; not ex- 
clnsivcly selfish 21 — 2, 133; gene- 
rnllj' measurable 19 
Economics, provisional delinition 1; 
a modern science 4 — 5 ; concerned 
chiefly with mensurable motives 
19—22 ; the chief questions which 
it invcstigatc.s 29 — .‘lO; practical 
issues which point to these inqni- 
rics .30—2; methods of study of 
410—8 

Education, 122—4; ns a national in- 
vestment 12-1—5, 410 
Eficicneg earnings 2G0; tend to 
equality 200 — 1 '' 

Elasticitp of demand 09 
England, growth of free industry and 
cntciqirisc in 10—18; her geo- 
graplucal advantages 10; growth 
of population of 107 — 10; land 
tenure of 300, 309 — 17 ; her gains 
from cheap transport 331 — 2 
Equilibrium 190, 198 
Ej-2>enses of jiroductiou 195 
External economics 1.50; goods 35 

Factories, growth of 11 — 12 
Factors of production 195 
“Fanner,*” American 809—10 
Farms, large and small 311—4 
Fashion, influence of 67 — 8 ii. 

Fertility of land, general conditions 
of 88 — 9 11 . ; relation to time and 
place 99—100 
Field of cinploynicnt 320 
Fisheries 102 

Fixed capital .50 to 

Footpounds, measurement hy 111 
Foreign trade, Eughuid’s gains froi -■ 
330—2 

Free competition 8 190, 250 
Free goods 36 ' 
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Freaiom of induUnj and cntcrjinse S 

General ahilitij 122 
George, Heiiiy 329 n. 

Giilen 138 u., 339 314 ii. 

Gilman 403 n. 

Golden ago 8, 405 

Goods 34; classification of 34 — 6 

Gosclien 344 n. 

G ovenmient uudertalimgs 170, 404 — 5 
Graded goods, marketing of 186, 
220—7 

Grading of labour 379 — 80 
Greece, Ancient 10 
Gross earnings of management 178 
Gross income 31 

Gross interest 284 ; analysis of 284-~ 
0 ; does not tend to equality 286 

Hours of labour, limitation of 351 — 
4; in Australia 360 n. 

House industry 163 — ^1 
Howell 382 n., 399 

Improvements in agvicnlturo 317 n. 
/ncoHie, its relation to capital 43 — 6; 
gross 51 ; net 51 ; moiicij 51 ; social 
52 ; per bead of population 16 n., 
405—6 n. 

Increasing return 92, 180; its relation 
to stiiiply price 180—1, 197—8, 231 
—2 

Induction and deduction 416 
Industrial orgamzation 1.39 — ^11 
Industrg is limited Ig capital 433 — 1 
Instnimental capital 50 
Insurance against risk 227 — 9, 283 — 6 
Integration 140 
Interchangeable parts 144 — 5 
Interest 52, 136; its relation to de- 
inand for capital 240 — ^2; rate of 
how determined 230—2; gross 283 
— 1; net 283 — ■!; changes in rate 
of 337 

Internal economies 130 
Internal goods 33 
Investment of capital 204 — 7 
Ireland, land tenure in 316 
Iron or brazen law of wages 248, 347 
'.rrrcgularity of employment 265, 292 
—3, 356, 401—2 

Japan 249 
Jovons 185, 242 n. 

Joint demand 218 


Joint products 222 — 3 
Joint-stock companies 168 — 70, 292 
Joint supply 222 

Labour 42, 85 ; its supply price 86 ; 
skilled and unskilled 120 — 1; efti- 
ciency of 111 — 28; disputes, illus- 
tration of do-ived demand 218— 
21; inconstancy of employment of 
264 — 5, 354 — 6 ; limitation of horn's 
of 351 — ^1 (see Earnings) 

Eaboiir market, peculiarities of 268 — 
81 

Land 85, 87, 252; changes in valuo of 
336 

Land tenure 307 — 17 
Lata a statement of tendency 23; 
social and economic laws 26; “nor- 
mal" the adjective con'csponding 
to “law ” in tliis use 26 — 7 ; normal, 
action not necessarily right action 
27, 418—9 ; for Law of demand 
etc. see under Demand etc. 
Leisure 351 — 2; difliculty of using it 
welt 413 

Leroy Beaulieu 344 u. 

Localized uidustries 151—5 
Long and short periods, classification 
of 216 

“Long run," meaning of the phrase 
200 

Luxuries, demand for 70 — 1 

Machinery 143— .50; has diunnisiicd 
demandfor unskilled laboiu' 409 — 10 
Mahlius 103—4, 108, 430-1 
Man, both the end and an agent in 
production 103, 128, 218 
Management, earnings of 52; gross 
and net 178; variou.s forms o'f ad- 
justed by law of substitution 289 — 
93 (see Contents, Book vi. Chs. 

Manufacture 156 ; hnprovements in 
11 n. ; percentage of English popu- 
lation engaged in not increasing 135 
Margin of cidtication 95 

projitahleness 206 
Marginal demand-price 63 
- dose 95 
purchase 62 
return 93 
utility 63 
Mariet 184—9 

Marketing 1.38 — 9, 226—8, 804 — 5 
Marriage-rote, causes alfeoting 105 
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Mnrx, Knrl 2S3 ii. 

MnU rial and uoH-mafrnal Goods 3.1 
yTaximum ratisfactioii 190 
Mclnror Brt,fcm .109. 310 n. 

Mt'tliffls; of himiy -116—8 
Mis.'r.itioii.liiiidninePstnuiMiddlcAfcos 
U>7 ; from conntry to town 11.1—6 
Mill. .Tohn Sttinrl on ctipilal SO, -13.1 
— ^1; on m'ftdcs <if Intuinr 126— 7; 
on fo>.t of prodnction 19.1 u.; on 
wngts 39.'<. -131 — 

Mines 102 

SQniniuni wage 3Sl, -107—8 
MoliiUly nl Inbonr 12.1— s,':wi— 3 
Moiier ;,9*, Its use na n incnanrc of 
mot ive 19 — 21 : changes in marginal 
ntility of 21. 6;J — ^1, 80—1 ; vnria* 
liom. in puivlinsiiig jinwcr of 401 
ilonrji fo'/ o/ iimduetion 19.1 
-Vu’ie// iitromr .'ll 
M«moiiol«-s 2:!,)— 1, 292—3 
Moiiotonr of life, and in soiiio cast's 
of work, dimiiiishofl Iiv inachincTy 
1 18—9 

Mortality, rate of in different ocenpa* 
tum.*. 11.1 n.; in tunii andconntir 
116 It. 

Mntiro 117 

Xafinmd diridrad 47. 2.1.1; cstinia* 
f iun of .12—3 : a stremi not n fnnd 
2.1.1; in reliitiiin to lessening the 
hours of Inhnnr .130 
XtHixuiI iiu-imr -17, .12. 23.1 
Xationtd ‘rtidth 34 
-VfM'.nn.s. for life, for rjurmiru, 
cr.iM-tntionnf -12—4. 217—9. 3 IS; 
demand for 70— 1 
Xet {idrantanct bl, 266— 7 
AVt eamingK of wanatnuo ni 178 
AVf iiiepmr .10—1 

-Vc/ interest 283 — ^1 ; tends tocnn.-ilitr 
286 

Xef produet of labour 210,323 
Netherland-. agriniltnre in 310 — 11 
Nrn cotuiiries, ean-es of high wngca 
and iiileiviit in 326— !» 

Xotiihi'd wages 2'i:5 
Xorma! ift — 7, -119; elasticity of term 
202—9: sni^dy price — ^20(i (seo 

Contents, Hook v. Chs. m. — ^v.) 

Open spaces, pnhh'c interest in 160, 

Orgaiiiaatioii of indnslry 139—11 
Organized markets 187—8 


Parasitio work 408 j«. 

Partnership 167 

Peasant proprietors 291, 808—10, 
315-C 

Periods, long and short 208 — IT 
Personal goods 33 
risl s 285 
vealth 37 
Petty .10.1 
Phswiocmls 2-18 
Piece-work wages 260, 382 — ^1 


Political Econoui}'. (SccEcoiioniic.s) 

Poor-law, its inllncuco on poinilation 
109; on saving 132 

Popnlntion, doctrine of 10.1 — 1; cnnscs 
tliat govern the growth of 10.1-^ 
10, 2.10; its pressnra on (he means 
of Huhsistciieo 101, 181— .1, 218—9, 
319-50 

Poverty, n canse of degradation 2, 
267, 270—1; remedies for -106— 
13 

Price .19; a nieasnro of utility 63 

Price, It. It. 399 ii. 

Piime east 206—7 

Prodnction on a largo scale li)6— 61, 

. 111—1 

sharing 172 

Profts 52, 293; how far tcudciicy to 
oqnniity 2S».1— .100; “fair" rale of. 
3W; in relation to flnctnntioim of 
price 801 — 2 

Progress, its inflnciico on vnlne.s 326 
—41 

Property, rights of 411 

Protection 431 


Guasi-nnt 2:«», 211 ii., :!02 n., 37-1 n, 
426—8 


Pait-ing the drmtuttl schedide 63 n. 

Hate oj pretfits 29.1 

Ileal and monrg income .11 
east of prodnetinn 19.1 
wages 263 

Pint 52, 97, 301—6; of imtnral nhili- 
tics 281 n., 802 ii.; in relatlun to 
cost of prmlnctinn 202—3; diffcrcnc> 
between it and other eanunga 2.12 
in relation to (innsi>rcut2.10, S02 n.j 
427—8 ; and rise in valno of prodiieci 
301; effect of progress on 336; re- 
statement of classical doctrines ns 
to 203; of btdldiug land -126 
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Rejmseniative Jinn 180 
Residnum .815, 406 — 8 
Ricnrdo on law of diminishing return 
100 ; on rent 202, 307 n. ; on wages 
130—1 

Risk 228—9, 281, 285—6 
Rival suiiphj 223 
Buskin 22 

Sargant 137 

Satiable wants, law of 62 
Saving, slow growth of habits of 129 — 
33; conditions of 133 — 5; its 
connection with rate of interest 
, 136—8 

>Schloss 172 n., 259 n. 

ISchrooIIor 416 

{Secular movements of price 216 


■ Skill, a relative tenn 120 — ^1 
Slavery 3 

Sliding scales SOI, SSS n., 399 n. 
Small holdings S14, 315, 316— 7 n. 
Smith, Adam, on wealth 37 ; on the 
word value 39 ; on ciipital 45 ; on 
dirision of labour 1.39, 140, 142, 
. 148 n.; on wages 203, 266 
Social capital 47 ; tJieome 52; law 20 
Specialised ahility 60 
. Spencer, Herbert 82 
Stable eguilibritm 198 
Standard of comfort in relation to 
wages 233-4, 347—8 

■ Standard of life 233—4, 346 

' Standardmation of labour, true and 
• false 3£9-401 
Stock Exchange securities 187—8 
Strikes, cost of 378 
Subsidiary trades 153 
Substitution, principle of 196,205—6, 
221, 239 n., 256; its relation to larv 
'‘ oi survival of fittest 287 ; to eam- 


point 198 n. 

Jitpphj price 86,193; long-period md 
\-short-period 211 — 7 
Aupplg schedule 197 
if\trplus produce 96 ; its relation to 
i-Vent 97, 803—6 


jS'iirBiuaf of the jittest, law of 110, 
116—7, 287—8 

Sweating system 163 — 1, 390 


Taxation 21 

Technical education 123 — 1 
Temporary balance or equilibrium 

Thornton 364 n. 

Time, the element of, in economic 
problems 67, 73—4, 189, 199—201, 
208—17 

Time earnings 260 

Total utility 62 

Torvn life, influence of 115—6 

Towns, growth of large 119 n. 

Trade capital 46 

Trade combinations 274 — 5 

Trade federation 386 — 7 

Trade, regulation of 399 n. 

Trade rishs 285 

Trade Unions, early policy of 12—13, 
15; in relation to law of derived 
demand 218—21; their influence 
on wages 274— 5 ; 362-99; their 
chief instrument the “Common 
Rule *’367, 399 

Transferable and non-transferable 
goods 35—6 

Transport industries 155, 161; their 
influence on value 331—2 
Truck system 264 n. 

Trusts 170 

Turnover, profits on 298—9 


Undertaher 162 

Ondertahing, earnings of 52 (see 
Management, earnings of) 

Unit of the family 403 n. 

Unskilled labour 120 


Utility 61; marginal 63; total 62; 
measm-ement of 79—81 ; utility in . 
relation to cost of production and 
value 200—1 


Value 39 — 10 


Wages (see Earnings) 

Wages-Fund 235 

Waiting, rather than abstinence re- 
warded by interest 136 
Wakefield 317 
Walker 413 

Wants, elasticity of 69 — 74 ; in rela- 
tion to activities 58 — 60, 346 — 8 
Wealth 36 — 1 ; and well being 1 — 2, 
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]-2S,21S— !1. SI— 1 ; giwvlh of 12!)— 

livi)!) .':G2 11., .'!!)!) 11. 

Wniiieii’s ivnKOh.inflnoncoof iirii"ress 
on nil— 2, .'Sn;! 

IVorlanpr clii'-so';, condition of early 
in the century 12 — 15 ; latent senilis 
nniong 125; iin])rovenient in eon- 
ilition of 31G— 50 


TVoi-kinfj 11. -n. liia ojiporfnnilieH 
risiiu; ft»*s liia dinicultics 172 — 5; 
rapid ri.se not an iiinnixed lieneh 
175— t; 

^yo,■l:.Fuml :i5.5 


Young, Artliiu- .'iOS 




